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How Long is the Haul 
to Your Best Markets? 


If you are a manufacturer whose product has what is commonly 
called “national distribution”, the probabilities are that more of your 
goods are sold within a radius of 500 miles of the Port of Newark than 
in any other section of the United States. 


Forty-two million people make up this market. It is by far the 
best market for all products of general consumption—food, clothing, 
fuel, furniture, musical instruments, household appliances and every 
conceivable necessity or luxury that finds a place in the modern scheme 
of living. 

The Port of Newark offers you central location in the heart of this 
market, within overnight motor trucking distance of all the leading 
cities of the Atlantic Seaboard, from Baltimore to Boston; direct con’ 
tact with seven trunk line railroads to the West and South; all-water 
communication with principal Atlantic, Gulf and Pacific ports—on 
terms that are surprisingly reasonable. Nowhere else on the Atlantic 
Seaboard 1s there a more strategically located or more scientifically de- 
veloped manufacturing and distributing center. 


If the haul to your best markets is too long, if you are interested 
For a quick comprehensive picture in reducing distribution and selling costs, check up now on the possi’ 
of the Port of Newark and its con- ble advantages of location at the Port of Newark. The complete facts 
a a about its inducements from your standpoint will be presented confi 


book! A copy will be sent to any all alate bi 
interested executive on request, dentially and without bias, on request. 


without cost or obligation. 














THOS. L. RAYMOND — Mayor — NEWARK, N. J: 


CThe PORTof NEWARK 








Odd Lots 


The advantages of Odd Lot purchasing are many, but the pre- 
dominating feature is—added margin of safety not otherwise 
obtainable. 
How much more secure you are with ten shares of stock in ten 
different leading industries than you would be with a hundred 
shares in one. 
This is the conservatism in Odd Lot buying. 

Ask for Booklet M.W. 299 


100 Share Lots 
Curb Securities Bought or Sold for Cash 


John Muir& © 


New York Stock Exchange 


Members: } 
New York Cotton Exchange 
Associate Members: New York Curb Market New Yor k 
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‘W) interest suspended 


Wars and revolutions in foreign lands can never affect the owner 
of Insured Bonds. His security is located at home and is doubly 
fortified by the guarantee of a surety company on the — 
List of the United States Government. 
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Today's investors are insisting that somebody besides themselves ought to shoulder the risk. Arid why 
not? Insured Bonds meet this demand, and they pay 6%. Mail the coupon for descriptive booklet. 


M-W. BRADERMANN Co. 


iNCORPORATED 


170‘ Broadway, New York Tel. Cortiand 6240 
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M-W. BRADERMANN CO,, 170 Broadway, New York. 
SEND ME 
(_] Information on Safety Insured Bonds 


(_] ‘Finding a Market for Your Real Estate Bonds” 
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RECORD OF 
INVESTMENTS 


This loose leaf binder 
offers a simple method 
of keeping your per- 
sonal property accounts. 
Separate sheets for— 


Summary of Income 
Bonds 

Stocks 

Mortgages 


Insurance 


Ask for Folder NB-1 


A.B.Leach«Co., Inc. 


57 William St., New York 
39 So. La. Salle St., Chicago 


Boston Philadelphia Buffalo 
St.Louis San Francisco Seattle 
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New 
25th Edition 


STANDARD OIL 
BOOKLET 


This Booklet contains 
description of proper- 
ties, annual reports for 
1926, dividend rates, 
price ranges and other 
important information 
relative to this group 
of companies. 


Copy on request 











CARL H.PFORZHEIMER & CO 
Specialists in Standard Oil Securities 
25 Broad Street New York 

Phone Hanover 5484 
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Keep in Touch 


with current market condition—a requisite of sound 
investment practice. Our 


MARKET LETTER 


sent free on request will give you a concise view of the 


situation. 
Odd Lots 


We have a special department for execut- 
ing orders in less than 100 share amounts. 


Send for Market Letter MG-1 


(HisHOLM & (HAPMAN 


Members New York Stock Exchange 


52 Broadway Widener Bldg. 
New York Philadelphia 


Telephone Hanover 2500 Telephone Rittenhouse 1157 






































Millions for Holders of 
Participating Bonds 


Participating Bonds originated by the House of Hodson have already paid out 
over $5,000,000 in interest and Participation to holders and the bonds still have many 


additional years to run. 


Many purchasers have had considerably more than their entire investment returned 
and can look forward to years of further liberal income without worry. One 

issue has already returned 130% on par in interest and Extra Partici- 

pation to original purchasers. 

















Buy Participating Bonds NOW and benefit by steadily increasing 
earnings which have never failed to show yearly gains. 
Send coupon for details. 











Clarence Hodson s [a 


eae ESTABLISHED 1893 = INC 


PECIALIZE INSOUND BONDS 
YIELDING ABOVE THE AVERAGE 


7 | 165 Broadway New York | 
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Get the Most Out of Life 


O secure the happiness of family and self, to get the most 
out of life as we go along to enter mid-life with decent 
provision against the uncertainties that bedevil 90 men out 
of 100—is the aim of every man! 
Our Slogan: Financial Independence at Fifty merely sets the Goal! 


In the meantime, you benefit every month in the year by 

the income from a carefully worked out investment plan: — 
Accumulated income at vacation time buys the trip you have been dreaming about— 
October income can pay the school tuition of your son and daughter— 
Accumulated income in December buys a joyous Christmas for your family— 
Accumulated income in the spring buys that ‘‘Easter Outfit.” 


To attain this goal, you must prepare in the same 
manner as you prepare yourself for earning a living. Send for One 


Study sound methods of investment. Learn how to avoid the pit-falls—fnd 
out how you can obtain the greatest profits on the money you put into securities. of these books 


—Learn how first 
—Invest afterwards i REE 
—Then WATCH Four oe, , “Financial 


























Independence 
at Fifty” 





New Revised Edition 


will aiiiithe you satan (Retail value—$3.25) 


Partial Contents 





It will establish you on the right course—and keep you in touch with the con- 
ditions and positions of the securities you hold. Coupled with this, the FREE 
PERSONAL INQUIRY SERVICE gives you the privilege of requesting First Aid Suggestions. 

a personal opinion as to the status of a reasonable number of your holdings or Hew to Dtatesh goed, 
the standing of a broker. In order to assure prompt replies to all subscribers bad and indifferent In- 


each communication must be ‘limited to three securities. vestments. 
Acid Test for Stocks. 


Insurance as an Investment 





Plans for Initial Saving. 







Why not become a permanent subscriber? Carry 
THE MAGAZINE OF WALL STREET as your 
investment insurance at a cost of only $7.50 a year. ES ane eee 


On receipt of your subscription, we shall send you, Free of charge, a copy of ing? 
either “Financial Independence at 50” or ““When to Sell to Assure Profits.”’ When to Take a Chance. 


Group Investments. 


The Nickel Makes 
a “Muckle.” 


When to Sell to 


Assure Profits 







pecene=e=-==. MAIL THIS COUPON TODAY ==<----===- 


The Magazine of Wall Street 

42 Broadway, New York 
Gentlemen: Enclosed find $7.50. Send. me The Magazine of Wall Street 
for one year (26 issues), including full privilege of your FREE Personal 
Inquiry Service. 













A new book; 160 pages, rich 
flexible cover lettered in gold; 
profusely iustrated with 
graphs and tables clearly ex- 
plaining the way to make 
profits and—above all—when 
to convert them into cash. 
This Book is not For a" 
You ‘can onlv secure 
png our SPECIAL FREE 
OFFER 


Also send me FREE a copy of 
(1) “Financial Independence at Fifty” 
or 
(0 “When to Sell to Assure Profits” 
(Check the One You Want) 


ecoeoseeeeceeeeeSeereeeeeeeeSSetteeesereeenseeesesesesessenese 
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Going t to Extremes 


) RECENT conversation 
| with a well - known 
builder disclosed to the 
writer that the gentle- 
man had “dropped” about 
$30,000 in some ill-ad- 
vised stock speculations during 
the bull market of 1919. Most of 
the loss was incurred in a few 
cheap speculative stocks then on 
the Curb. 
investor, he was able to stand the 
loss. Each year, this investor 
writes off a few thousands dollars 
of his loss for “tax purposes.” 
Upon inquiry as to whether he 
thought he had learned anything 
from his losses the answer was 
“Yes. I have learned to keep 
away from listed or unlisted 
stocks except bank stocks and in 
these I have invested any surplus 
Ihave had available.” 

There is nothing wrong with 
bank stocks as investments. In 
fact, most of them have proved 
exceedingly desirable invest- 
ments from a long-range view- 
point. But when this investor 
says that he will leave stocks 
alone and purchase bank stocks 
exclusively he is going to ex- 
tremes. 

In the first place, even bank 
stocks may have violent fluctua- 
tions as the market of 1920-1921 


Fortunately for the- 


amply proved and it may well 
turn out that this investor, 
through persistent purchase of 
these issues at what may later 
prove top prices, may suffer the 
inconvenience of witnessing a 
temporary shrinkage in the 
value of his invested capital. In 


the second place, by confining 


himself exclusively to bank stocks 
he fails to employ the valuable 
mechanism of diversification. 

The real object of investment 
should be conservation, even 
more than gain. Hence, an invest- 
ment list properly drawn up 
should be so arranged as to limit 
the possibility of loss to as great 
extent as is consonant with the 
desire for profit. 

In order to achieve such an 
end, the investor should so dis- 
tribute his securities as to repre- 
sent a number of industries and 
not a particular industry, regard- 
less of how sound, as in the case 
of the above investor. It would 
include bonds as well as stocks. It 
would include a certain per- 
centage of short-term as well as 
long-term issues. It would in- 
clude dividend-paying stocks of 
seasoned calibre but it would also 
include a participation in some 
new and growing industry. It 
would, of course, include several 


bank stock issues. It would so 
divide the funds that probably 
30% would be invested in bonds; 
perhaps 20% in bank and insur- 
ance stocks and preferred stocks; 
of the balance two-thirds 
‘would be invested in sound com- 
mon stocks and the rest in less 
gasoned isgueg with an oppor- 
+ nity for price enhancement. In 
that case, the investor would 
have a rounded list of securities 
sufficiently flexible to provide the 
opportunity for profit but 
basically sufficiently strong to 
withstand the force of any even- 
tualities which might in the un- 
foreseeable future come abott. 

The moral is that just because 
investors have sustained losses in 
the garden variety of stocks, that 
is no reason for their withdraw- 
ing from investments altogether. 
Of course, rather than investing 
in cheap speculative issues, the 
investor might buy only one type 
of issue, say bank stocks, as in 
the case of our investor. But 
better still, let him so invest as to 
provide reasonably for contin- 
gencies and yet allow for profit 
possibilities. The security mar- 
kets are broad and ample and 
provide more than one medium 
for suitable and profitable invest- 


In the Next Issuc 


HE next two issues of THE MAGAZINE OF WALL STREET will include our semi-annual 
feature forecasting the dividend possibilities of leading stocks in leading industries. 
Along with suitable market comment on the individual stocks, we present figures on earn- 
ings (in many cases earnings for the first six months of 1927), price ranges and dividend 


payments. 


according to risk involved in holding. 


The groups of stocks covered are as follows: 


August 13th issue 


1. Railroad 
2. Public utility 


Each stock is rated (1) accordingto prospects for price appreciation, and (2) 


August 27th issue 


1. Auto and accessory 4. Sugar 


2. Tire and rubber 
3. Steel and metal 


5. Petroleum 
6. Equipment 


Watch for These Two Important Issues! 





‘85,000 miles-no repairs 


WILLYS- Ee= 
KNIGHT 


THE ENGINE IMPROVES WITH USE —IN 
SMOOTHNESS, QUIETNESS AND ECONOMY 


So writes one of the many thousands ot enthusi- 
astic Willys-Knight owners concerning his — 
typical—carefree motoring experience. The 


car here illustrated—the Great Six Varsity Road- 
ster, 4-passenger capacity—is one of the models 
which have brought the Willys-Knight line to its 
high position in the public mind. And now, new 
reduced prices make the Great Six more than 
ever the leader in fine car values. Only the Willys- 
Knight offers a// these important advantages: 


The Knight Engine—Constantly gaining in 
smoothness, quietness, power. The only type that 
definitely improves with use. 


7-Bearing Crankshaft—Banishes vibration. 


Skinner Rectifier—The device that prevents di- 
lution or contamination of oil. 


4-Wheel Brakes— Positive, mechanical-type— 
act in a flash. For maximum driving safety. 


Belflex Shackles— Prevent chassis squeaks or rat- 
tles. Remove the need of greasing and adjustment. 


Narrow Body Pillars at Windshield —For 
greater vision. When all other cars have this 
feature, accidents will be greatly reduced. 


Eight Timken Bearings in Front Axle— Most 
fine cars have but four. Result—the Willys- 
Knight steers without conscious effort. 


Light Control at Steering Wheel—You dim 
without removing your hand from the wheel. 


Shock Absorbers—Air Cleaner. Thermostatic 
Temperature Control. Finest quality upholstery. 





WILLYS-KNIGHT ENGINE 
GAINS IN EFFICIENCY 


15.000 45.000 60,000 


SFSsLs sess 





POPPET VALVE ENGINE LOSES 








“70” Willys-Knight Six, $1295 to $1495. Willys- 
Knight Great Six, reduced prices, $175!) to $2950. 
Prices f. 0. b. factory and specification obo 
change without notice. Willys-Overland, Inc., Tol - 
Ohio. Willys-Overland SalesCo., Ltd., Toronto, Canada. 
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INVESTMENT & BUSINESS TREND 


Position of the Building Industry—Commodity Price 
Changes—“Undigested”’ Bonds—Backward Market 
Groups—Newer Stock Listings—The Market Prospect 


EPORTS from authoritative sources 
in the building industry indicate a 
remarkably sustained volume of 
construction. During the first five 
months of the year, contrary to gen- 
eral expectations, value of building 

contracts was less than one per cent away 

from the total for the same period of last 
year. The same authorities agree that con- 
ditions during the balance of the year are 
likely to make the same favorable showing 
as compared with 1926. Accounting for the 
prolonged prosperity of the building indus- 
try at this time, one must give first place to 
the prevalent abundance of funds for invest- 
ment. In the second place is the charac- 
teristic desire of American families to in- 
crease their physical comforts of life be- 
yond, perhaps, the economic plane to which 
they are entitled by mere earning power. In 
any case, it is a well demonstrated fact that 
in this country the rate of building opera- 
tions increases with the rise in national in- 
come. Conditions within the building in- 
dustry, however, have changed in some re- 
respects radically. For example, the rate of 
erecting small private family homes has de- 
clined pereceptibly whereas there has been 
no abatement of apartment house building, 
except in certain localities. That there has 
been local over-construction, however, is in- 
dicated by the condition among the building 
material concerns. Here, competition has 
developed to a point forcing a rather serious 
decline in prices. This latter change, of 





course, is of. benefit to builders but it re-. 


mains to be seen whether the present un- 
settled conditions in the building material 


industry will not sooner or later be reflected 
among the builders themselves. , Labor con- 
ditions are not too satisfactory with wages 
at the highest and demands for more in- 
creases in prospect. With very large com- 
mitments for building on hand, it is doubtful 
that contractors can afford not to meet de- 
mands for higher wages. In the meantime, 
the high sustained rate of operations is of 
general good in that it permits full employ- 
ment of labor and rapid consumption of 
goods, affecting practically every industry 
in the United States. It is clear that the 
present satisfactory rate of building opera- 
tions is probably the chief support today of 
American prosperity. 


BSSS 


PRICE 
CHANGES 


HE present com- 
modity price situa- 
tion represents a 
striking contrast with that of a few months 
ago. At that time, the general averages 
gave a rather misleading picture of com- 
parative weakness due to the fact that agri- 
cultural prices were declining sharply 
whereas “industrial” commodities were for 
the most part fairly stable at low levels. At 
the present, however, the situation seems re- 
versed in that farm prices have scored a 
substantial advance whereas renewed weak- 
ness has cropped out in a number of mis- 
cellaneous commodities such as rubber, silk, 
coffee, lead, copper and pig iron. Were it 
not for the recent sharp upturn in farm 
prices, the general commodity price ayer- 
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age would now be making a rather sorry 


picture. 
SOS 


URING June, the effect 

of an overloaded market 
on bond prices became 
pronounced, so much so as to affect old as 
well as new issues. In the meantime, a con- 
siderable number of new bonds which had 
previously been “pegged” at the offering 
price by underwriters were permitted to find 
a natural market at a few points under their 
initial price. This has eased the strain on 
banking houses which had been forced to 
carry these issues. Further progress along 
these lines may also be expected in view of 
the mid-year reinvestment demand which 
has put in its appearance. The result thus 
far has not been marked insofar as recovery 
of bond prices is concerned, but this result 
seems likely to be brought about shortly. 
The “undigested” condition of recent bond 
markets clearly evidences that the public 
considered the yield on offerings too low and 
a sort of buyers’ strike developed. Repre- 
sentative firms realize the significance of the 
situation and have already paved the way to 
a better public response in several recent is- 
sues by lowering the price tag. Provided 
there is no unusual deluge of new offerings 
and particularly if these offerings are priced 
satisfactorily from the public viewpoint, it 
should not take more than several months to 
get the entire bond market back to a healthy 
condition. 


BONDS 


FOLOTOTO) 
NEW HE behavior of a fairly 
STOCKS large number of stocks 


listed on the N. Y. Stock 
Exchange in the past year or two clearly 
indicates the dangers attached to purchase 
of unseasoned issues. For a while, under 
expert market sponsorship, they give their 
holders no cause for complaint; in fact, they 
may reap substantial profits. For the specu- 
lator this is obviously not an entirely unsat- 
isfactory situation. The investor, however, 
especially the individual who buys for more 
or less permanent investment, is at a disad- 
vantage unless there is a better than average 
cause to believe that the new stock as offered 
or listed represents substantial equities. 
This can be said of no large proportion of 
the more newly listed stocks, except in those 
cases where they represent seasoned cor- 
porations and which, elsewhere, have long 
enjoyed a market. 
We refer more especially in this editorial 
to the ‘promotional’ type of security, some 


‘ of which find their way to the Exchange, 


others to the Curb, and stiil others to the 





“unlisted” market. Experience has shown 
with a number of these issues in recent 
years that over the longer run they contain 
elements of greater risk than the average 
seasoned issue, particularly where they rep- 
resent new industries or companies which 
have not been in business for many years. 
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MONG the chief market 
A groups which thus far 

have failed to join the 
upward movement are the oils, metals, fer- 
tilizers, shipping, coal, hide and leather, 
steel and rubber issues. With the exception 
of steel perhaps which is in none too sound 
a position at present, all the above men- 
tioned industries have gone through a try- 
ing period thus far in 1927 and some of 
them, such as the fertilizer, coal, shipping 
and leather industries, have been depressed 
for several years or longer, their securities 
amply reflecting this condition. Securities 
representing industries in such an impover- 
ished condition as some of the above ob- 
viously are in a speculative position. Never- 
theless, given any substantial prospects for 
economic improvement, the securities would 
anticipate this favorable change by a pro- 
portionate upward movement. These indus- 
tries should be closely watched by investors 
and speculators. 


VOSS 


HE general tendency 
of stocks has been 
upward, marked by 
several minor reactions. Prominent among 
the rising issues have been the investment 
stocks, which are being purchased in large 
volume, evidently for permanent holding. 
Individual speculative issues have been sin- 
gled out for attack, but these are stocks 
which have been manipulated largely 
against an unwieldy short interest. The 
market continues to be largely an individual 
affair with the fundamentally strong issues 
in demand and those representing weak in- 
dustries under pressure. Among the recent 
groups of stocks to attract attention are the 
metals; and leather and shoe stocks. Both 
groups seem in a better market position than 
for a considerable period. The oils are still 
languishing with no sign of a turn. Rail- 
road shares offer resistance to selling and 
will probably sell at even higher than pres- 
ent levels in the reasonably near future. 
While there are plenty of investment and 
speculative opportunities, investors will find 
it profitable not to carry too heavy a load 
— at this time. Monday, July 25, 
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HIRTY years ago a youth of the Kentucky 

mountains, aged 19, gazed for the first 
time, in awe and wonder, at a railroad 
train. He, Melvin A. Traylor by name, is 
now president of the great First National 
Bank, of Chicago, and is also president of 
the American Bankers’ Association. Such 
a career is an inspiration to every ambitious person. 
At the request of THE MAGAZINE OF WALL STREET 
Mr. Traylor indited the following remarks on the 
common interests of bankers and investors, remarks 
that are timely in view of the great interest now 
taken by commercial banks in extending credit to 
their patrons in order to facilitate investment in ap- 
proved securities. It is significant that Mr. Traylor 
finds that savings are going more into securities and 
less into savings accounts—involving the transfer of 
patronage from one department of banking to 
another—from the savings department to the bond 
department.—EDITOR. 











Not so long ago, investors in this country were 
limited to-a small number of wealthy individuals. 
These occasionally required loans from banks in 
order to carry their investments, but, generally 
speaking, they relied largely upon their own surplus 
resources. On the whole, in those earlier days, not 
so far distant, there was comparatively little inter- 
dependence between banks and investors. 


As the country become more prosperous and 
larger groups of people had surplus wealth, other 
classes than the very rich began to look about for 
means of investing their money at higher rates of 
interest than could be expected from savings banks. 
This development began sometime before the recent 
war, and as a result banks began to establish bond 
departments, where their customers might be able 
to purchase securities. The war and especially the 
floating of the Liberty loans increased the number 
of investors in this country enormously. In fact, 
in a limited sense, almost everybody became an in- 
vestor and the bond department became one of the 
most important parts in a large number of banks. 
Furthermore, independent bond houses not connected 
with banks sprang up everywhere. 


We are still in the process of developing this 
(Please turn to page 639) 
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N the surface it 
would seem that 
our high busi- 

ness activity for the 
last few years with relatively high commodity prices 
prevailing should absorb so much credit from our 
banks that a money stringency would be imminent 
which in the course of the business cycle would react 
unfavorably on our business activity in general and 
on our security markets in particular. 

However, this is far from being true in the present 
situation and it safely may be said that the outlook 
for the immediate future does not indicate such a 
course because in the present situation there are some 
elements which are different from any previous time. 

The continued low interest rates in our money mar- 
ket in face of a high rate of production as well as 
our continued prosperity and business activity in the 
face of declining commodity prices are very favorable 
symptoms of the presence of such other elements 
which are treated more fully now. 


By Walter Linder 


The differences in 
the present situation 
are mainly of an in- 
ternational  charac- 
ter. We may consider our country, our wheat and cot- 
ton fields, our forests and mines, our factories and 
shops, our railways and ships and all that as related 
to the interchange of the products as one economic 
unit, which, however, is only a part of a bigger unit 
on which its conditions are partially dependent. As 
this next bigger unit, we may consider all countries 
the currencies of which are on the gold standard, be- 
cause it is in terms of gold that we express values 
when we speak of commodity and security prices. 

From the international aspect there are two main 
factors of an economic nature that affect us, namely 
the difference of the credit structure of all countries 
which are legally on a gold standard and which are 
included in this bigger unit, and the change that has 
taken place in the international indebtedness during 
the last decade. 
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HE conclusion reached by this article is that “A further rise of the 
T prices of bonds and preferred stocks over the next few years seems 
logical and sound. Common stocks shou'd be judged more individually, 
but generally speaking corporations should benefit from the increasing 


wealth and increasing demand at home for goods and services.” 


The world war has temporarily 

upset the international credit 

structure and the standards by 

which we measure the value of 

things. For a few years, it 
brought about a world-wide inflation of commodity 
prices from which not even our own country was 
immune. 

The financially strongest nations were the first to 
adopt a policy of deflation while the currencies of 
others collapsed completely and were restored on a 
new basis, as in Germany and Austria. Belgium 
could save its currency at about one-seventh of its 
former value. It set up a new monetary unit, the 
Belga, and re-established a gold standard on a new 
basis. France and Italy will probably follow along 
the same line. Practically all neutral countries of 
Europe have restored their currencies to the gold 
parity, but in no country has the former purchasing 
power of money been restored. 

It will take some time until all countries which are 
legally on a gold standard, even excluding Russia, 
are back on an entirely free gold basis, permitting 
the banks to import and export gold without restric- 
tion. But even for some time later, the relation of 
gold as a medium of exchange to the commodities in 
general is not likely to be the same as before the 
world war. In other words, commodity prices ex- 
pressed in terms of gold (in dollars, or in pounds 
sterling, etc.), will stay at a higher level for a long 
time. 

The very high public debts and high budgets of 
most governments compels them to make the best 
possible use of their financial resources and for this 
reason their policy is directed rather towards sta- 
bilization than towards further deflation. The ac- 
companying chart shows the gold holdings of the cen- 
tral banks of fifteen different countries, and com- 
modity price changes of these countries. 

The aggregate amount of gold held in the central 
banks of 15 leading nations converted into dollars at 
par was 4,412,000,000 dollars in 1913 and 9,804,000,- 
000 dollars at the end of 1925. More recent returns 
from various central banks show a considerable de- 
crease in the holdings of the Bank of Japan and large 
increases in the German Reichsbank and the National 
Bank of Belgium, but the aggregate, in which we are 
primarily interested, is about the same. 

The index of those countries the currencies of which 
were near or at par varies between 126 in Hungary 
and 182 in Japan.. The index for the United States 
for +he last few years shows only minor changes 
around the present level. 

Back of the higher commodity prices as compared 
with pre-war time, we find a much bigger credit ex- 
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pansion in all countries and behind the whole credit 
structure much larger gold holdings. However, it 
would be erroneous to believe that because twice as 
much gold is available for credit expansion, com- 
modity prices should run up again to double the pre- 
war prices and stabilize at that level, for gold itself 
is a commodity. A rise of all other commodities 
would be the equivalent to a decline in the value of 
gold, and such a course would stimulate the use of 
gold as a commodity and at the same time curtail its 
mining. 

Under the circumstances we may expect neither a 
revived boom nor a severe depression of commodity 
prices but rather an even price level for the next few 
years in the international market. 


It was estimated that in 1914 the 

United States owed other coun- 

tries about five billion dollars and 
that American investments in foreign countries chiefly 
in Canada, Mexico and South America amounted to 
about. one and one-half billion dollars. From that 
year until the end of 1926, the value of the exports 
exceeded that of the imports to the extent of about 
twenty-three billion dollars. 

Part of the funds available from this excess of ex- 
ports has been used to buy back our own securities 
which were held abroad. Very considerable amounts 
are spent every year by American tourists in foreign 
countries, and the aggregate of remittances by im- 
migrants to their families abroad runs into a very 
high figure and is another offset against the export 
surplus. 

The United States government loaned the allied 
countries during and immediately after the war 
around ten billion dollars. Net gold imports during 
this period amounted to over two billion dollars, and 
in addition, foreign countries borrowed from us by 
various means, but largely by bond issues about five 
billion dollars. This item plus the government ad- 
vances mean about fifteen billion dollars standing to 
the credit of the United States in foreign countries. 

Though foreign governments obtained very favor- 
able terms for the funding of their war debts, it can 
be figured that the yearly charges to all the borrowing 
countries combined in favor of this country in the 
way of interest and sinking fund on the loans must 
run into a very considerable amount probably more 
than five-hundred million dollars. 

On the other hand, foreign borrowings in our mar- 
ket continues unabated and the-income from our for- 
eign investments is thus largely reinvested abroad. 
This lending and reinvesting abroad has made it pos- 





< 
% 





6. 





@ 
@ 
& 
& 
& 
& 
& 
& 
& 
& 
& 
& 
& 
& 
& 
& 
& 
& 
: 
& 
@ 
& 
& 
& 
& 
@ 
@ 
& 
@ 
@ 
& 
& 
& 
& 
& 
& 
@ 
& 
& 
& 
@ 
& 
& 
& 
& 
& 
& 
& 
co 
& 
& 
& 
& 
& 
& 
& 
& 
@ 
& 
& 
& 
& 
& 
& 
@ 
@ 


sible for us to maintain a large export trade and in 
no small way has contributed to our present pros- 
~perity. 

At the same time the largest gold reserve ever held 
by any one country has accumulated in the vaults of 
our banks and caused money rates to remain low in 
the face of record-breaking production and trade 
within our borders. 

It is natural that the prevailing easy money rates 
should have been a great stimulant to our investment 
market. As to the influence of money rates on the 
stock market there are conflicting views. While it is 
true that cheap money stimulates speculative buying 
and that high interest rates cause liquidation, it is 
also very often true that low interest rates indicate 
that business is slack and high interest rates a great 
business activity. 

For the last two years or so, we have had the 
rather unusual combination of a general prosperity 
and high business activity coupled with low money 
rates. A steady upward movement of stock prices to 
a high level compared with any preceding time seems, 
therefore, quite a natural development. 

When drawing inferences from the international 
situation on our prosper- 
ity and our investment 
market, in particular, it is 100 
necessary to come back to 
the basis of our credit 
structure, namely gold. It 95 
is evident that reinvest- 
ment abroad of the inter- 
est from our foreign in- 
vestments steadily in- 
creases the debt burden of = 95 
foreign countries and that 
this can not go on indefi- 
nitely although there are 80 
no indications for a 
change in the _ present 
trend. 75 

Ultimately, gold estab- 
lishes the balance of inter- 
national payments through 70 
various indirect influences. 

In this lies a far greater 65 
significance than generally 
is attached to it. A gold 
shipment from one coun- 60 
try to another in the first 1920 

place serves as a direct 

payment to the extent of its physical value. 

Accumulation of gold in one country tends to in- 
crease the reserve ratio to the liabilities of the Cen- 
tral Bank (in our case the Federal Reserve Bank) 
and other factors being unchanged enables it to re- 
duce its discount rates, which in turn has an easying 
tendency on the entire meney market. On the other 
hand, depletion of gold in the gold exporting country 
may force the central bank of that country to raise 
its discount rates. In other words a heavy gold move- 
ment from one country to another has the tendency 
to stiffen money rates in the country from which the 
gold is exported and to reduce interest rates in the 
gold importing country. 

It is quite natural that by means of commercial 
credits and bond issues a country with relatively high 
interest rates is more likely to be a borrower in the 
world market and that the country in which relatively 
low interest rates prevail, is a lender. 

It is generally conceded by economists that gold 
when used as a credit basis can serve seven times its 
actual physical value. It is, therefore, evident that 
the effect of gold shipments from one country to an- 
other on the international balance of payments be- 
cause of the resulting loans and credits may be far 
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beyond the extent of the actual gold value involved. 

But the effect of such gold movements goes still 
farther. Continued cheap money stimulates trade 
and consumption, creates new demand for commodi- 
ties and for labor and over a long period of years 
tends to raise commodity prices and cost of labor. 
Such a tendency may be driven easily to excess by 
speculation which would mean inflation and against 
which a country should be guarded. 

On the other hand, money stringency causes liqui- 
dation and reduces buying power within that country. 
Evidently, if a disparity exists between the price 
levels of two countries the goods: tend to move from 
where they are cheap to where the prices are high. 

In the final analysis after a number of years when 
the gold through its power as a credit medium has ex- 
erted its full power a creditor nation becomes an im- 
porting nation and a debtor nation an exporting nation. 

Just as all European countries which were creditor 
nations before the war had unfavorable trade bal- 
ances, so the United States eventually will receive 
payments from their foreign investments in the form 
of goods and services. 

The following process seems likely to take place as 
a result of the present 
position of our country 
with regard to the rest of 
the world. 

The heavy influx of 
gold to our shores from 
1920 to 1924 has already 
made itself felt in our 
money market and is 
largely responsible for 
our present extraordinary 
situation of relatively low 
interest rates in the face 
of record-breaking pro- 
duction and trade as al- 
ready mentioned. 

It has aided to no small 
extent in the successful 
flotation of a very large 
aggregate amount of for- 
eign loans in our market. 
Yet our market funda- 
mentally does not appear 
to be saturated and the 
immediate trend indicates 
further borrowing by for- 
eign countries. Our ex- 
ports of commodities may still exceed our imports for 
several years, and in payment thereof we may re- 
ceive more gold. The gold movement to our shores 
became more pronounced in the last few months. 
This may only be a temporary movement, but is likely 
to resume within the next few years, when new for- 
eign borrowings temporarily fall off. 

At the same time, after it has become apparent 
that some of our industries have expanded at too 
rapid a pace, the demand for new capital within 
our own borders will lessen. As a result of these 
combined factors, it would not be surprising if our 
money market would ease to such an extent that it 
will become difficult to find useful employment for 
capital and that our investment bankers will be much 
more concerned about obtaining new issues of merit 
than about selling them to the investing ‘public. 

When that time comes, foreign financing will take 
a new spurt. Most of the present outstanding loans 
that have a callable feature will be redeemed and 
replaced by new loans at lower coupon rates. As 
foreign governments, states and cities complete their 
financial after-war rehabilitation, their demand for 
new loans will diminish but our foreign investments 
will switch into corporation bonds and stocks and 
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into American enterprises in foreign countries. 

This will be a new field for our investment bankers 
in which obviously much more discrimination must be 
used. Because of the difficulty of individuals to form 
an opinion about the merits of such investments, the 
investment trusts after the example of the English 
and Scottish companies, which can afford to go more 
thoroughly into investigation and who are able to 
minimize the risks through diversification, will be- 
come more and more popular. The formation of 
such companies here during recent years is probably 
only in its infancy. 

Foreign financing in our market, unless some catas- 
trophe befalls us, will continue indefinitely, but, of 
course, old loans become due or are called for re- 
demption and eventually, as outlined before, foreign 
countries will have to pay us for their debts in the 
form of goods and services, and our foreign trade 
balance will be reversed. 

This in no-way will mean a businésa depression in 
our own country, for the income de us from our 
foreign investments. constitutes 
additional income to the Ameri- 
can people and increased con- 
suming power. Before the war 
the most prosperous countries of 
Europe had an unfavorable trade 
balance. 

Broadly speaking, this country 
will probably become more. and 
more an industrial nation and 
in the aggregate the export of 
our industrial products over a 
number of years may show even 
a gain. Our industrial suprem- 


acy over other countries lies in 


our mass production because of 
our big market at home. It seems 


more likely that our foreign trade 
balance will become an unfavor- 
able one for us. through large 
gainsin theimports of foodstuffs 
and raw materials such as coffee, 
tea, tropical fruit, raw silk, raw 
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wool, furs, 
-erude rubber, 
crude oil, cer- 
tain non-fer- 
rous metals, 
precious 
stones, etc., in 
other words, 
materials for 
which we are 
already depen- 
dent on other 
countries, and 
perhaps 
through de- 
creasing ex- 
ports in agri- 
cultural prod- 
ucts like 
wheat because 
high cost of 
living and high 
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cost of labor 
will make it 
increasingly 
difficult for 
our farmers to 
compete in 
foreign mar- 
kets. 

A normal 
development 
out of our 
present posi- 
tion in inter- 
national  fi- & 
nance briefly & 
summarized 
would indi- 
cate: still 
lower money 
rates prevail- 
ing in our mar- 
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kets for the next few years, con- 
tinued foreign financing in large 
volume, increasing wealth and 
consuming power within our own 
country, trend in the occupa- 
tion of our population from 
agriculture to industry, gradual 
spread of the disparity in the 
commodity price levels between 
this and other countries, and 
increase of our imports especially 
of foodstuffs and raw materials. 

From the above the following 
conclusions may be drawn as to 
the probable effect on our’ secur- 
ity markets. 

Easy money rates h2lp all se- 
curity markets. A further rise 
of the prices of bonds and pre- 
ferred stocks over the next few 
years seems logical and sound. 
Common stocks should be judged 
more individually, but generally speaking corpora- 
tions should benefit from’ the increasing wealth and 
increasing demand at home for goods and services. 

As a whole our present conditions and our pros- 
pects for the future look far brighter from an inter- 
national aspect than only by comparison of our pres- 
ent domestic conditions with those of earlier periods. 

The only danger in the present situation is that of 
an inflation through excessive speculation. The Fed- 
eral Reserve Board through its far-seeing policy 
with respect to discounts and security holdings has 
so far been able to check any such tendencies and to 
dampen the fever whenever speculation ran high. 
Through sound advices, warnings at times, and with- 
drawal of funds from the market at other times, our 
leading banks in cooperation with the Federal Reserve 
Bank have kept control over the available credit so 
as to allow a steady growth of our industries and 
trade and a large volume of foreign financing. 

Our available funds are ample to take tare of all 
legitimate domestic and foreign financing and our 

(Please turn to page 621) 





oo 


CECLESGSCGCGSSSSSSSSSSSSSSMSSSIHH HH HSsCeesssgeeaaassoegeaegeageoesesagaaaas 


a 
co 
- 





Wandering in Insurance 


Wonderland 


Legerdemain in the Field of Fire Insurance 
—Are Companies Entitled to Charge Higher 
Premiums?—What the Situation Discloses 


IRE -insurance is 
K practically as in- 

evitable and as 
compulsory as tax a- 
tion. The total wealth 
of the United ‘States, — 
excluding land, is offi- © 
cially estimated at 
$231,000,000,000, and it 
ig insured -for $141,- 
000,000,000, by 214 
“Board” stock compa- 
nies, with perhaps $20,- 
000,000,000 cargied’, by 
mutual and non-board 
companies. 

Allowing for land 
and other non-burn- 
able, or uninsurable, 
wealth, it is roughly a 
fact that insurable val- 
ues of all burnable 
property are insured. 
That is to say that 
practically all prop- 
erty, except unimproved 
real estate, and a rela- 
tively negligible quan- 
tity of personal prop- 
erty, pays what is in 
effect an inescapable 
tax for protection 
against the hazard of 
fire loss. 

. This universal tax is 
levied for the most part 
by private agencies 
conducted for profit; 
the “taxpayers” have 
nothing whatever to 
say in any compelling 
manner about the rates. The collectors of this non-gov- 
ernmental tax, who personally profit from it, fix it to suit 
themselves, governed only by a certain amount of fear of 
public indignation, which rarely appears. There are, it 
is true, insurance departments in every state, but generally 
they have as little to do with insurance rates as the bank 
departments have with current interest rates. 

For .more than four years the insurance companies 
seem not to have been averse to preparing the public 
for increased rates. That is equivalent to saying that 
insurance taxation is to be increased if the companies can 
do it without evoking a dangerous outburst of popular 
wrath. 

In view of the remarkable hold the insurance publicity 
has succeeded in getting on public opinion and the makers 
of it, it is not improbable that they will succeed and that 
this privately levied form of taxation will be raised to 
about one billion a year. One billion dollars is about a 
third of the sum annually realized by federal government 
taxation, and about a fifth of all the tax revenues of 
all the states, cities, villages, counties, etc., of the country. 
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_ By HARRY BAKER 


One billion dollars is 
more than the toial 
wealth of each of five 
of the states. It is 
more than one dollar in 
every hundred of the 


income of all the peo- - 


ple of the country. 
Recently fire insur- 
ance propaganda has 
promulgated and _ se- 
cured universal notice, 
practically none critical 
and absolutely none ad- 
_ verse, of a statistical 
statement that is gen- 
erally accepted as con- 
vincing argument for 
the need of higher 
rates. In brief, this 
statement shows that 
one hundred leading 
fire insurance compa- 
nies, reporting to the 
New York State Insur- 
ance Department, col- 
lected in the United 
States in 1926 44% 
less premium revenue 
than the amount paid 
out in expenses and 
fire losses. Only six 
of the hundred compa- 
nies reported their un- 
derwriting profits as 
5% or more, notwith- 
standing that 5% plus 
3% to care for confla- 
gration hazards, is 
“the standard fixed as 
a fair profit to be de- 
rived from insurance operations.” Furthermore, it is shown 
that the hundred companies (more included in some years) 
have sustained a net premium deficit of 0.7% in the last 
28 years, as a whole. jf 
Supplementing this big gun in the drive for heavier 
insurance taxation, Wilfred Kurth, vice-president of the 
Home Insurance Company, in his retiring address as presi- 
dent of the National Board of Fire Underwriters, reiter- 
ated a statement made a year earlier that after sixty 
years of existence of the board and “despite the immense 
development of fire underwriting in this country during 
that long period of years, the fire insurance companies of 
today are still confronted by essentially the same situation 
and the same fundamental problems which were causing 
solicitude at the beginning of the board’s history, and 
which in fact were largely responsible for its organization, 
namely, excessive fire losses and a premium income inade- 
quate to leave a reasonable underwriting profit after the 
payment of these losses and the necessary expenses 0 
operation.” . 
After this confession of sixty-one years of continuous 
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failure, a non-insurance audience would, have expected 
Presidext Kurth to propose either the abolition of the 
board with its non-stop record of failure or else a recom- 
mendation that the fire insurance companies wind up their 
affairs as such and reorganize as investment companies, 
pure and simple; since it appears that their profits are not 
from their business, but from their investments. But Mr. 
Kurth, being an insurance man, does not know any such 
word as “failure.” He draws a dismal picture of the gen- 
eral situation, indeed, a hopeless one, but exhorts his 
brethren to keep on striving to make both ends meet and 
avoid the poorhouse, though he distinctly hints that unless 
the board’s unparalleled record of failure to justify its 
existence is to be broken higher insurance rates are in- 
evitable. 

Primarily, it appears, Mr. Kurth attributes the chronic 
deficit of premium revenue to the allegedly unconquerable 
American habit of burning too much property. “Notwith- 
standing the most strenuous and prolonged efforts of the 
fre insurance companies,” he says, “in cooperation with 
other public-spirited agencies and individuals to spread the 
gospel of fire waste prevention, and notwithstanding the 
also remarkable achievements of fire-prevention engineer- 
ing, the country’s fire losses not only do not decline, but 
display an apparently irresistible tendency to increase.” 

Having completed his unintentional indictment of the 
board by thus declaring that to the failure of internal man- 
agement it had added failure in public service, Mr. Kurth 
sat down and left his auditors to their bitter conclusions. 
But nobody moved to abolish the board or to retire from the 
fire insurance business. 

From the foregoing it appears that the two main con- 
tentions of the insurance companies in laying the ground- 
work for higher insurance premiums are: 

I. Fire insurance premiums have been too low since the 
beginning; as losses paid, plus operation costs, are regu- 
larly less than the income from premiums. 

II. Despite a reasonable belief that with the progress of 


‘time fire losses would grow less, they are actually, and 
hopelessly, getting larger. 

It is most rash for an ordinary citizen, deficient in higher 
mathematics, to take emphatic issue with the first con- 
tention. He should approach it with an open mind—which 
state of receptiveness, however, should not keep him from 
asking a few simple questions. For instance: 

By what methods have the fire insurance companies at- 
tained such imposing affluence as their balance sheets show 
—after at least sixty-one years of inadequate income? 

The one hundred leading companies that collectively took 
a dash of red ink last year, officially admit that they have 
been losing money in their proper business for the last 
twenty-nine years. And, according to Mr. Kurth’s general 
summary, they had a pitifully small net income, if any, be- 
fore the beginning of this period. Out of such unpromising 
ingredients within the magician’s hat the fire insurance 
managers have withdrawn in the period of twenty-nine 
years, no less than $425,000,000 in dividends for their 
astonished shareholders; besides paying to their agents 
fully $2,300,000,000, and providing about $2,000,000,000 for 
their own remuneration and other expenses, and reimburs- 
ing an admiring public not less than six billions of fire 
losses. 

That is not all of the wonders of this finance extraor- 
dinary; out of a contemptibly small original capital and 
a losing business, they have built up such a surplus that 

_ their net gains from investments in 1926 were $93,000,000, 
and for the period of 29 years, $879,000,000. In the year 
1926, by itself, only four of the amazing one hundred 
skipped dividends—despite President Kurth’s deplorable 
sixty-one years of deficient income—and the rest paid out 
$33,000,000 on that account. 

As the net underwriting loss in 1926 was put at $34,000,- 
000, and the average annual loss at $2,700,000, for the 
hundred unfortunate’ companies, and those amounts had to 
come out of the companies’ accumulations, it would appear 

(Please turn to page 641) 
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The Chain Store Octopus 


Chain Stores Not Only Reach Arms Into Retail Field of Smallest 
Hamlet But Exert Marked Influence on Many Important Industries 


PART II in Series of RETAILING OF TOMORROW 


By WARREN BEECHER 








package and sell under 





T has been estimated 








that the 3.4 billion dol- 

lar business done by 
the chain stores of the 
country last year repre- 
sents at least 9% of total 
retail sales. No one de- 
velopment in the history 
of merchandising has ex- 
erted a more profound in- 
fluence on the commercial 
activity of the nation, nor 
has any innovation in 
modern distribution met 
with more universal pop- 
ular acclaim. 

Starting some fifty 
years ago with the hum- 
ble beginnings of such 
pioneers as Atlantic & Pa- . 
cific Tea, Jones Brothers 
Tea and Woolworth, the 
movement has grown in 
recent years to approxi- 
mately 10,000 systems op- 
erating close to 100,000 


viewpoint of this article. 
article in this series, dealing with the mail 
order industry, will appear in the August 27th 


HE profound effect of chain store mer- 

chandising on other lines of business has 
heretofore received but meager attention in 
discussions of the subject. Its importance and 
value to the investor in industries not com- 
monly associated with the chain store move- 
ment will be appreciated in the interesting 


The third and last 


number. 


their own name and at 
their own price. 

In the grocery chains, 
average stock is composed 
of .75% advertised com- 
modities and 25% private 
brands, which latter rep- 
resent either the chain’s 
own packaging, as in the 
case of cocoa, or actual 
manufacture as exempli- 
fied by bread baking. 
Cracker and biscuit manu- 
facturers, coming in the 
division of advertised 
brands have thus been 
vastly benefited by chain 
store operations, while 
much of the depression, 
now common in wholesale 
baking, is attributable to 
the inroads made in the 
trade by the chain stores 
own loaf, selling at five 
cents. Incidentally it is 





stores. Beginning in the 
larger cities, the chains 
have extended their activities to cover 
the entire country with a network of 
efficiency which now serves remote vil- 
lages with the expediency of the large 
town. Grocery chains with 58,000 re- 
tail outlets handle approximately a 
third of the total business transacted 
by the 340,000 grocery retailers, while 
shoe chains are selling an even larger 
proportion of the nation’s footwear re- 
quirements. 


Influence on Other Industries 


Such tremendous growth and its en- 
suing stimulation on the volume of 
goods consumed has of course had far 
reaching effects not only on the inde- 
pendent retail merchant but on methods 
and machinery of distribution and most 
conspicuously on the industries supply- 
ing goods adaptable to chain system 
merchandising. 

For example, consider the case of a 
manufacturer of beverages. He has 
advertised consistently and wisely and 
his goods are of recognized merit. A 
chain grocery system sees an opportu- 
nity in these quality goods which are 
already in public demand. They ap- 
proach the soft drink manufacturer 
with full adherence to their reputation 
as “close” buyers. It is true that the 
price they, as buyers, demand is seem- 
ingly very low but the volume in which 
they agree to purchase is too attrac- 
tive to ignore. The manufacturer as a 
result finds that he can keep his plant 
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of interest in this connec- 








operating at capacity, lowers his sales 
cost and in his vastly expanded sales 
outlet, greater than he could have 
hoped to enjoy through normal chan- 
nels of jobber and wholesaler alone, is 
able to reduce manufacturing expense 
and materially enhance gross profit. 

Is it reasonable to suppose, for ex- 
ample, that the famous Del Monte 
brand of canned: fruits and vegetables 
or Libby’s canned meats, scores. of 
packaged cereals and other dry grocer- 
ies could have achieved present sales 
volume without chain store distribu- 
tion? On the other hand, the manu- 
facturer whose output is too small to 
attract chain purchasing, or whose 
biands have not been widely intro- 
duced, is unfavorably affected by chain 
store distribution; for not only does he 
miss this attractive outlet, but his 
goods suffer from the competition and 
tremendous sales of nationally known 
brands. 

No better commentary on the value 
of branded merchandise is needed al- 
though another conclusive example ex- 
ists in the drug chains. Here the 
manufacturer of advertised proprie- 
taries and patent medicines reap their 
harvest. The chain cannot usurp their 
brand name yet must carry their goods 
to satisfy popular demand. However 
the company selling packaged staple 
drugs, such as epsom salts, has no such 
protection and is at a distinct disad- 
vantage, for the chain can purchase in 
bulk from the chemical manufacturer, 


tion to note that the rec- 
ords of one of the largest chain grocer- 
ies reveal their profit to be greater on 
this five cent loaf, through savings in 
distribution costs, purchasing and other 
economies, than on the eight or ten 
cent loaf of the wholesale baker. 
Just as the wholesale baker is ham- 
pered by the grocery chain so is the 
market of the candy manufacturer cut 
down by the chain candy store; and in 
like manner the sales of producers in 
other lines is adversely affected when 
the chain enters the manufacturing 
field. The shoe manufacturer and in- 
dependent shoe retailer have both suf- 
fered at the hands of the shoe chains; 
although the latter through their popu- 
lar prices have materially increased 
footwear consumption. On the other 
hand, the leather tanner is in a stead- 
ily improving position with the large 
and steady demand for leather emanat- 
ing from this source. . 
Similarly such companies as Amer'- 
can Woolen may be expected to reflect 
increased consumption of cloth result- 
ing from larger volume of clothing 
sold through strictly clothing chains, 
which purchase goods in great quantity 
direct from the producer and stimulate 
the consumption of wearing apparel 
through low prices made possible by 
mass production and small profit per 
sale. It cannot be denied that the pur- 
chaser of a suit of clothes for $27.50 of 
quality for which he ordinarily pays 
$40 will buy more frequently. 
Meat packers have not as yet prof- 
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ited materially from chain store 
growth; but in the light of the newer 
tendency for the grocery chains to be- 
come complete food supplying units, 
fulfilling the function of grocer, vege- 
table dealer, baker and butcher they 
may be expected to share substantially 
before long. 


Eliminating the Jobber 


It will be noted that in every in- 
stance cited thus far that the chain 
store endeavors to deal directly with 
the producer or manufacturer. Of 
course this policy has made serious in- 
roads into the business of the jobber 
and wholesaler in a great many lines. 
At the same time, it has been the cap- 
stone of successful chain purchasing, 
although it must be re- 


dardized list of everyday essentials of 
life or comfort. 


Department Stores Form Chains 


As the advantages of chain opera- 
tion have become more and more obvi- 
ous it is natural that additional 
branches op retailing find it advanta- 
geous to adapt themselves to the sys- 
tem. One of the largest moves in this 
direction has been the tendency, which 
is now only in its inception, for the de- 
partment stores to consolidate into 
chains. While it has not yet been found 
possible to standardize stock in this 
branch as completely as in other lines, 
centralized and quantity buying to- 
gether with unified management and 
policy offer sufficient incentive for some 


is radically altered through this prac- 
tice. 


Future Outlook for Chains 


In all this expansion of the chain 
idea with its many and widespread 
ramifications the question is frequently 
raised as to the destiny of this type of 
merchandising. Its opponents point to 
recent statistics showing that whereas 
chain drug stores increased 22.5% from 
April, 1926, to April, 1927, the sales 
volume per store diminished 5.5%. 
Against this, however, may be placed 
the record of grocery chains for the 
same period, which shows an increase 
of 8.4% in the number of units at the 
same time that volume per store gained 
9.3%. These latter figures are of par- 

ticular interest in view 








of the fact that recent 





membered that while in 








this direct dealing the 
chain assumes the role 
of the middleman all of 
the latter’s profit does 
not accrue to the chain 
organization. The chain 
company must provide 


Favorably Affected 


Influence of Chain Merchandising in 


Various Trades and Industries 


Unfavorably Affected 


studies by the Chain 
Store Research Bureau 
reveal that nearly one- 
third of total chain store 
sales are concerned with 
items on which no profit 
whatever is derived. 











extensive warehouse and 
distributing facilities 
and not infrequently 
take the losses incident 
to spoilage or deprecia- 
tion in value on the huge 
stocks carried. Still 
sufficient advantage re- 
mains in centralized 


Biscuit Manufacturers 


Meat Packers 


Food Packers (of nation- 
ally known brands) 


Bread Bakers 


Candy Retailers 


Shoe Retailers 


Candy Manufacturers 


Food Packers (of little 
known brands) 


Moreover, the major por- 
tion of such sales are 
credited to grocery 
chains, many of which 
wittingly sell dry grocer- 
ies at cost, relying upon 
the proceeds from meat, 
dairy products, coffee, 
tea and baking goods for 


buying and quantity 
price saving to assure 
the permanence of the 
practice. 

Indeed the greatest 
advantage which the 
chain holds over the in- 
dependent retailer lies in 
this tremendous buying 
power. The manage- 
ments are ever on the 
alert for quality goods 
in active demand to 
make up a stock which 
will turn over rapidly, 
even though at small 














Tanners 
Woolen Manufacturers 
Proprietary Drugs 
Beverage Manufacturers 
Cereals and other Pack- 
aged Foods 
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and Packaged 
Tobacco Manufacturers 
Sugar Manufacturers 
Household Electric 
Equipment 
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Shoe Merchants 
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real profits. And judg- 
ing by earning records 
of leading grocery chains 
their policy is well 
founded. 

It was pointed out in 
the previous article that 
the live and progressive 
independent retailer can 
do much to combat chain 
competition. This is fur- 
ther evidenced by the 
fact that “location” men 
of chain systems are 
loathe to establish a store 
in the near vicinity of 
an up-to-date go-getter 








profit. 
Some months ago 


type of retail merchant. 
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Moreover, it has been 





when a combination of 
the two largest tobacco 
chains began the production of their 
own cigarettes, a prominent tobacco 
company in defense of such competition 
sought opportunity to place their wide- 
ly advertised brands of cigarettes in 
some of the grocery chains. The latter 
were quick to seize an opportunity in 
rapidly moving merchandise as well as 
an unexploited field for reaching the 
woman smoker. Moreover, they were 
content to buy cigarettes in large quan- 
tities and to sell a package commonly 
retailing at fifteen cents at two for a 
quarter. Of course the resulting profit 
margin is small; but suppose each store 
sold only a minimum of a carton a 
week; with only a 1,000 store chain 
this means a thousand cartons—50,000 
a year. 

Such items comprise a chain store’s 
stock in trade. Not specialties, not 
articles of unusual demand, but a stan- 
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of our greatest merchants to link up. 

Just as chain operation has offered 
opportunity to department stores, so in 
turn do department stores present a 
new field for chains,—that is in the 
leasing of departments in several stores 
to chain management. Whereas it has 
been common practice for many years 
to let the florist concession in individ- 
ual stores to outside retailers for os- 
tensible operation as a department, the 
movement has more recently spread to 
cover many lines of merchandise. In 
fact it was lately estimated by the De- 
partment of Commerce that more than 
30% of the department stores of the 
country sublet space for such so-called 
syndicate operation. 

Pushed to its ultimate conc.asion it 
may not be many years before the 
character or at least the internal mech- 
anism of the modern department store 


demonstrated that where 

merchants band together for unified 
purchasing and render the same effi- 
cient service—but no more—of the 
chain store, that independent costs 
of doing business approach that of the 
chain. But in spite of the many lessons 
in scientific merchandising, which the 
small merchant has learned from the 
big systems it will be many years, judg- — 
ing by present progress, before the 
principles become of sufficient general 
practice to hamper chain progress. 

The publis has come to demand cer- 
tain types of service in connection with 
its buying needs, certain standards in 
connection with values; and so long as 
the chain is able to supply these re- 
quirements it seems destined to grow 
and hence to increase its importance in 
the entire business fabric through its 
influence in many lines of trade and in- 
dustry. 
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Has the petroleum industry seen its worst or is more of the present 


depression to come? 


q What about the petroleum securities? 


Is this the time to consider 


their purchase or is it better to wait further developments? 


q These and other important questions answered in: 





Have Oil Stocks Reached Bottom? 


By HORACE H. FERNANDEZ 


ity to turn rather abruptly from depression into pros- 

perity, investors are standing patiently on the side 
lines waiting for a sound opportunity to share in the turn 
of fortune that sooner or later must come. Eliminating 
seasonal tendencies, no real improvement has materialized 
during the past eight weeks. In fact, from the standpoint 
of production and petroleum stocks (the crux of the whole 
situation) the statistical position of the oil industry grows 
weaker and weaker, with indications that in this particular 
direction the worst, perhaps, has not as yet been witnessed. 


Aw to of the petroleum industry’s demonstrated abil- 


Peak Output 


At this writing the crude output of the nation is at its 
peak, and would be still higher but for curtailment by some 
of the stronger companies in California fields. Oklahoma’s 
production is registering a new high at over 800,000 bar- 
rels a day, contributed to largely by the Seminole produc- 
tin which crosses a new record over the 450,000 barrels 
daily average mark. With the season of maximum gasoline 
consumption already started, Oklahoma producers are run- 
ning crude oil into storage at a rate reported to be some 
150,000 barrels a day. Petroleum stocks have long since 
passed the previous high mark established in 1925 and 
apparently will continue to mount through the summer— 
a rather unusual occurrence that is bearing down hard on 
an already weakened crude oil price structure. 

About the most hopeful thing that the optimistic can 
say about the immediate future is that the situation is so 
bad as far as output is concerned that it could hardly be- 
come worse. The flush production in the Seminole has, of 
course, a limited life. A drop of 200,000 barrels in the 
daily average from this field would end the necessity of 
running crude into storage at this time and go a long way 
in correcting top-heavy surface supplies. But to hope for 
any such drop before at least the end of the next sixty days 
is to have faith beyond reason. Barring an effective cur- 
tailment arrangement between oil companies or even less 
probable Government interference, indications are for still 
greater production in the Seminole area before the peak 
ls reached. There are about 500 producing wells in this 
district now and almost as many new wells being drilled. 
Of the latter, about 200 wells are already beyond the 3,700 
foot level, which means that many of them are approach- 
ing the oil bearing sands. These facts rather dispel any 
Teasonable anticipation of a reduction in output for the 
next two months at least. f 


Increase in Crude Oil Stocks 


During the past two months crude oil stocks were in- 
treased by about 8 million barrels a month. Having fallen 
4 good deal during the latter part of 1926, however, storage 
facilities have been available to hold a_part of this sur- 
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face stock without the expense of new storage tank con- 
struction. But a point has already been reached where 
new surface supplies will mean new storage facilities— 
and with an eye on both the general health of the industry 
as well as their own pocketbook some large buyers of crude 
are more and more unwilling to buy beyond their own im- 
mediate needs, even at the present low prices. 

Trading in crude oil stocks was a favorite pastime in the 
industry several years ago. These companies with large 
working capital bought generously of the $1 crude oil, ran 
it into storage and waited smugly for a higher price level 
to cash in on their investment. But as soon as prices 
moved up a bit, intensive drilling activity set in and the 
cheap flush production was thrown on the market in com- 
petition with the storage oil. The cost of steel tanks, suit- 
able for holding a good grade of crude is estimated at 
around 50 cents a barrel. To this cost must be added cer- 
tain unavoidable carrying charges such as insurance, 
evaporation, labor, interest on the capital invested and 
other smaller items, which over a period of time might 
bring up the cost to $1. A large refining company bought 
$1 oil several years ago and finally sold it at $2.50 a barrel, 
but when the accounts were gone over carefully, the man- 
agement found that it had actually lost money on the deal. 
To numerous experiences of this nature must be added the 
serious impairment of net working capital position, coinci- 
dent with the sharp drop in crude oil values since the win- 
ter of 1926. As a result, purchasers of crude oil are not so 
eager to undertake expenditures for new storage facilities 
as they otherwise would be with the surplus of petroleum 
available today at attractive buyers’ prices. 


Price Outlook 


Events during the next sixty days or so will determine 
whether the unchecked flood of crude oil output will bear 
too heavily on an already top-heavy structure. Although 
frankly a speculative opinion, it seems more than likely to 
the writer that when the consumption line swings down- 
ward at the end of the summer a further cut in already 
low crude prices may be witnessed. 

The upward movement in gasoline consumption has re- 
cently strengthened the statistical position of this particu- 
lar product. Gasoline stocks have been reduced, while crude 
stocks gained. In spite of heavier refinery runs, the gaso- 
line output has not shown any appreciable increase. This 
is due largely to the -fact that a number of the large 
refiners have shut down part of their cracking plants and 
treat the crude in with the older refining equipment, ob- 
taining as a result a lower gasoline derivative and taking 
advantage of a comparatively active fuel oil market. For- - 
tunately, gasoline demand this year is proving to be all 
that was hopefully expected. And, thus, while the crude 
oil price structure is weak, the gasoline market in the Mid- 
continent section was strong enough.to recently absorb an 
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advance in the tank wagon price of one cent per gallon. 

While the domestic demand for gasoline has been thor- 
oughly satisfactory, the export situation is not all that 
might be hoped for. The volume of gasoline exports during 
the first five months of this year is lower than in the same 
period of 1926. May exports while only about three per 
cent lower than the corresponding month of the previous 
year are about 25% lower in dollar value, due to the slump 
in gasoline prices as compared with May, 1926. As export 
demand is an important factor in the price situation, it is 
of interest to scrutinize the factors to which the currently 
lower exports are attributed. 

Lower prices would normally result in stimulating the 
demand for American gasoline abroad just as they have 
at home. However, buyers for export appear to expect still 
lower prices toward the end of the summer and are delay- 
ing their orders in this expectancy. This is particularly 
significant in view of the notable shrewdness of this class 
of buyer. In their position they are fortified by the avail- 
ability of low-priced Russian naphtha in European markets 
and the rise of the synthetic gasoline industry abroad. As 
an example of the latter factor the German Dye Trust is 
now operating equipment for liquifying coal and producing 
motor spirits with a capacity of about one-tenth of that 
nation’s oil requirements. With continued success, other 
units will be installed. 


A Constructive Feature 


Looking further into the effect of the large crude oil out- 
put in this country on the world’s petroleum market, a 
point on the constructive side is to be noted in the Mexican 
situation. The probable crude output of our southern 
neighbor for the full year 1927 is now estimated as low as 
50 million barrels, as compared with a production of about 
eight times that much in 1920. With plenty of low-priced 
oil at home, American operators of Mexican properties find 
themselves in a better position to resist the attempts of 
that Government to “nationalize” mineral resources. Total 
shut-down this year on the so-called “pre-constitutional 
leases” is said to be quite possible unless a change of mind 
is made by the Mexican Government. The revenues of that 
Government will be cut as much as half unless the 
“nationalization problem” now in the highest Mexican 
courts on a test of constitutionality is settled in an equi- 
table manner. 

Venezuela petroleum exploitation is also affected by the 
excessive output ‘n \domestic fields, but in a different man- 
ner and to a more limited extent than Mexican production. 
With no immediate necessity of going to foreign shores for 
our oil supply, exploration work will probably be given far 
more consideration in the immediate future than actual 
exploitation of proven acreage. The ultimate effect from 
this tendency will be more efficient oil recovery. Venezuela 
production is virtually limited to the existing transporta- 


tion facilities at around 50 million barrels for 1927. In- 
stead of using their resources to provide facilities for 
bringing more oil to this country for treatment, the com- 
panies interested in Venezuela oil production are concerned 
instead with further exploration work and the proving of 
localities known to be oil bearing. 


World Situation 


As far as the world petroleum situation is concerned, 
American companies are in a better position than they have 
been in during the past five years. Gasoline consumption 
is steadily increasing on the Continent and motor car pro- 
duction abroad, while not comparable with the tremendous 
expansion of the United States, is forging steadily ahead. 
In spite of the very successful exploitation of petroleum 
reserves in Venezuela and Colombia, oil imports are run- 
ning almost as low as half of the amounts registered shortly 
after the war. As this reduction would run close te iv 
million barrels a year or about an eighth of the total 
domestic output, it is really an important factor very fre- 
quently lost sight of as far as the much advertised “over- 
production” at present is concerned. Synthetic petroleum 
production abroad is a “potential” factor only and not of 
current importance, being essentially a by-product opera- 
tion and thus necessarily limited in scope for the present. 
Export demand while a little slow at this moment must be 
made up for later and should be a constructive factor in the 
movement of petroleum supplies later on when, perhaps, 
most needed. 


Petroleum Shares 


The market action of the petroleum shares, when sub- 
jected to a careful study can be seen to have reflected the 
the full effect on the present situation on future earning 
power of the companies. As a group, these issues are at 
or very close to the low prices for the year, which in many 
instances is also approximately the low range of the previ- 
ous year. There have been individual market movements, 
however, which tend to give the investor the false impres- 
sion that the worst is definitely over and a quick recovery 
in value is soon to be witnessed by the group. 

In the case of Houston Oil and Gas, the buying move- 
ment is predicted almost entirely on a belated acknowledge- 
ment of the improvement in earning power from the com- 
pany’s extensive gas service—certainly not the company’s 
petroleum activities. Similarly, the market action of 
Transcontinental Oil on the Exchange and Vacuwm Oil 
on the Curb was inspired by influences other than early i 
provement in the general petroleum situation. Gulf Oil is 
nearer its high for the year on the Curb than its low, @ 
situation due largely to the fact that little stock is held 
in weak hands and no real liquidation has come on the 
market in spite of the adverse effect of over-production on 
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‘the activities of this important petroleum company. 


The real interpretation of the stock market is not re- 
fected in individual issues,.such as the ones mentioned in 
the above paragraph, but in the oil shares as a group, 
irrespective of the market place on which they are traded. 
And as a group they are hanging rather listlessly at around 
their low range, with little buoyancy that would disclose 
much real interest on the buying side, despite the current 
activity in the rest of the market. With individual ex- 
ceptions on both sides, the shares of the small producing 
companies show a tendency to fall away from the shares 
of the large and well rounded organizations both in the 
Standard Oil family and the strong companies like Gulf 
and Texas Corporation outside the fold. 

This market tendency discloses one of the very probable 
long range effects from the present so-called “depression” 
in the oil industry. When the industry emerges from the 
darkness into the sunshine of prosperity, the strong com- 
panies probably will come out still stronger at the expense 
of the weaker units. In the production division of the in- 
dustry, this tendency is already clearly marked.  Inde- 
pendent operators and owners of small pumping wells have 
found it unprofitable to operate their properties in some 
sections of the Mid-Continent district in competition with 
the low cost crude obtained at the newer wells running 
heavily in flush production. In many cases, the pumping 
has ceased even at the risk that it may be impossible to 
resume such production later on. In other instances such 
wells are completely -abandoned and the casing taken out 
and sold as scrap—a convincing gesture of abandoment. 

California gives us several good examples at the moment 
of the lessons being learned in the current period of ad- 
versity. Production agreements among the large compa- 
nies who can afford to withhold output have gone a long 
way in preventing an absolute collapse of the markets on 
the West Coast. Curtailment has proved to be futile in the 
producing areas of the Seminole field, due largely to the 
fact that the oil bearing sands there are particularly porous 
and the offsetting by the independent operators would be 
disastrous to the ultimate recovery of the larger companies 
who otherwise could no doubt be induced to limit their out- 
put to meet market demand. In the newer areas, where 
arrangements can be made either before or at the time the 
discovery well is brought in, the experiments in curtailment 
are more successful. Something a good deal more drastic 
must be worked out at the end of the heavy consumption 





season, however, if the present price structure is to be held 
intact or improved. 

As long as the refined products are moving along into 
consumer channels in goodly volume, the refining division 
of the industry is content to let well enough alone. A fur- 
ther break in the crude, price level at this time might have 
a disturbing effect on the gasoline market and at least dur- 
ing ‘the period of maximum demand,.the refiners are un- 
willing to invite any additional ill-will from the producer. 
The point blank refusal of refiners to carry the load of 
distress crude oil in past years was largely responsible for 
the entry of small producing companies into the refining 
and sales end of the business. It is still a tendency that 
the established refining organizations do not wish to en- 
courage: Just how far they are willing to lean toward 
fostering the good-will of those who supply their refineries 


‘with crude, is one of the: unknowables on which a good deal 


depends in the immediate outlook for crude prices. 

With all these facts in mind, investors with an eye on 
the oil shares are asking: Is it propitious to make commit- 
ments now or are still lower prices in the offing. The 
one certainty in the situation is that the oil shares as a 
group will not run up and beyond the reach of prospective 
buyers until there is some real improvement in production 
and petroleum stocks, or at least some good reason for an- 
ticipating improvement in the immediate future. One 
probability is that the shares of the well established, well 
rounded oil companies will not go materially lower than 
current levels, irrespective of whether or not further pres- 
sure develops within the industry. It is unlikely that a 
marked break in the general security list would carry the 
good oil stocks down much further, at least not to any com- 
parable degree that would be experienced by other indus- 
trials now at an inflated level. With no thought of attempt- 
ing to “call the turn” on the oil stocks, a logical inference 
from the above would be that one might commence to make 
partial commitments in the better petroleum stocks now. 

In the accompanying box, a statistical exhibit is pre- 
sented for 10 selected petroleum securities, which repre- 
sent the type of company that is likely to come out of the 
industry’s present depression a sound and perhaps an even 
stronger company. If one is prepared to overlook daily 
price fluctuations and has sufficient patience to wait for 
recovery in price over a long pull, they certainly appear to 
be within a buying zone at the levels which are now pre- 
vailing in the market. 





The immense storage plant and refinery of The Texas Corp. at Port Arthur, Texas 
for JULY 30, 1927 





The Investment Trust Dissected 


America Borrows 


a British Investment 


Idea—Successful 


Adaptation Depends on Honest Application of Sound Principles 





By FRANK D. VELLA 
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HE introduction of the Investment Trust to the American in- 
vestment field was the greatest single contribution made to 
domestic investment procedure in the past century. The development 
of this medium is worthy of the attention of the best financial minds 
which in fact it must command if its future success is to be assured. 
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T delights those whose natures lean 
i] either to the inquisitive or to the 

thorough to harp back to the origin 
of social developments and to follow 
them through all the intricacies of 
evolutionary growth. For such, the in- 
vestment trust furnishes a most fertile 
field for research. Particularly be- 
cause the investment trust idea, com- 
paratively new to American investors, 
is old enough to have long since lost its 
novelty to the British and Continental 
investors, one may, by figuratively go- 
ing abroad, find a plenitude of ma- 
terial for the study of this interesting 
medium. 


The Background 


The condition which anteceded, and 
which undoubtedly prompted the organ- 
ization of the first investment trusts in 
England some sixty-five years ago 
found an approximate parallel in those 
which preceded their introduction in 
the United States about fifty-five years 
later. The financial history of England 
for centuries preceding the close of the 
Napoleonic Wars was marked by a 
very imperfect distribution of wealth. 

The “landed” or “monied” classes 
formed an inconsiderable portion of the 
population and, for the most part, had 
little understanding of the operations, 
simple as they then were, by which 
their wealth was rendered productive 
of income. The responsibility of han- 
dling their firancial affairs was usually 
placed upon “solicitors” or financial 
agents who were specially trained to 
assume it. Then followed a period of 
unusual industrial and trade expansion 
and general prosperity. 

New quarters of the globe were suc- 
cessively being explored by British en- 
terprise, new markets opened to the 
products of British ‘industry and new 
opportunities for investment or specu- 
lation uncovered for British investors. 
A new middle class of prosperous 
manufacturers, merchants and trades- 
men were ready to burst through the 
confines of their immediate scope of 
financial interests and to cast invidious 
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eyes toward the opportunities which lay 
across the Atlantic, in India and in the 
Indies. 

There followed hectic years in which 
fortunes were made and lost, culminat- 
ing in such financial catastrophes to 
small investors as those which marked 
the pricking of the “Mississippi Bub- 
ble” and which exerted so sobering an 
effect upon the newer and more incau- 
tious investors. Once more the profes- 
sional expert in financial affairs was 
turned to for guidance and the trustee- 
ship method of investment management 
gained renewed prominence and pres- 
tige. 

The time was now ripe for the first 
step in the evolution of the investment 
trust. At first, financial agents or 
counsellors prevailed upon a small num- 
ber of their clients to pool their in- 
terests so that a more effective dis- 
tribution of risk could be attained 
through the employment of more con- 
siderable amounts. Gradually these 
groups were enlarged until they as- 
sumed the proportions of public finan- 
cial organizations. : 


Investment Trust Defined 


The investment trust as later de- 
veloped comprehended a combination of 
capital having for its purpose the pur- 
chase and ownership of securities so se- 
lected as to render available to the 
smaller investor all the advantages of 
diversification and expert management 
ordinarily available only to wealthier 
individuals and institutions. 

This was the principle upon which 
the first investment trusts were organ- 
ized in Breat Britain, but unfortunate- 
ly its practical application was not al- 
ways fortunate in the beginning. Con- 
trary to popular belief, the first British 
investment trusts were not uniformly 
successful. They traveled the thorny 
path of inexperience until the abuses 
to which the idea was susceptible had 
been distinguished and steps taken for 
their elimination. 

For example, the charter of one of 
an early trust, organized under the 


“common law,” specified as its field of 
operation the raising of funds through 
share capital and “investment in, ac- 
quisition and holding of any securities 
or investments, including shares of 
stocks of all classes, bonds, debentures 
and scrip of any company carrying on 
business in the United Kingdom or its 
colonies or any foreign country, or any 
securities of the British Government or 
its colonies or any foreign country or 
political subdivision.” 

Such broad powers accorded the man- 
agers of these early investment trusts 
were sometimes grossly abused. Some 
of them became the receptacles for a 
wide variety of wild-cat promotional 
securities'in which the managers were 
personally interested, and were oper- 
ated with the most shameless disregard 
of the most elementary investment prin- 
ciples; others resolved themselves into 
loan associations extending credit on 
flimsy collateral. A serious abuse, 
sometimes practiced, was that of with- 
holding dividends on non-cumulative or- 
dinary shares so that melons might 
eventually be cut for founders’ shares. 

As a result some of the earlier trusts 
went down to failure. But in the mean- 
while the investing public had achieved 
a realization that if properly operated, 
as a number were, investment trusts 
provided a convenient, and what could 
readily be transformed into a more con- 
sistently profitable, medium of invest- 
ment. The common law trust gave way 
to chartered limited liability compa- 
nies, and, while aside from this, little 
was done by way of official legislative 
protection, public opinion demanded and 
secured more consistently honest and 
efficient management. Eventually the 
best financial minds were recruited for 
the service of investors in the new field. 


Basic Restrictions 


In the period of development which 
followed, certain basic restrictions af- 
fecting the operation and management, 
and now forming the distinguishing 


characteristic of British investment 
trusts, were evolved. Generally speak- 
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ing these restrictions impose a limit 
(usually 5%) upon the proportion of 
the trust’s capital which may be placed 
in one undertaking, limit the amount of 
ponds or debentures which it may issue 
to the aggregate of capital shares out- 
standing, establish the principle that no 
attempt should be made to control or 
operate any enterprise and limit the ex- 
pense of operation of the trust (usually 
to % of 1% of the invested capital per 
annum). 

The first notable British investment 
trusts were organized in 1863. These 
were the London Financial Association 
and the Internationa] Financial Society. 
The Foreign and Colonial Trust, still in 
existence, was organized in 1865, its 
prospectus stating: 

“The object of this trust is to give 
the investor of moderate means the 
same advantages as the large capitalist 
in diminishing the risk of investing in 
foreign and colonial government stocks 
and preserving a portion of the extra 
interest as a sinking fund to pay off 
the original capital.” 


Financial Structure 


While the financial structure of the 
frst British investment trusts varied 
to a considerable extent, certain well 
defined characteristics were in time de- 
veloped. The securities of present 
trusts are of three general classes, 
namely, ordinary or common shares, 
preference or preferred shares and de- 
bentures. The provision limiting the 
amount of debentures which may be 
outstanding to the aggregate of ordi- 
nary and preference shares is one to 
which exceptions are found. Sterling 
Trust, Ltd., in 1925, had outstanding 
£2,607,893 debentures, no preference 
shares and £1,250,000 ordinary shares. 
But more typical cases are the Indus- 
trial and General Trust, Ltd., which in 
the same year had £2,500,000 deben- 
tures, £1,250,000 preference shares and 
alike amount of ordinary shares and the 
Mercantile Investment and General 
Trust Co., Ltd., which had £3,000,000 
debentures and £1,500,000 each of ordi- 
hary and preference shares. 


Because of the relatively moderate 
restrictions even now imposed on the 
managers of the British type of invest- 
ment trust, this form of financial or- 
ganization is, in effect, a “blind” pool. 
The managers may purchase and sell 
securities with little limitation of dis- 
cretionary power, in just such manner 
as might be followed by a private indi- 
vidual undertaking to exercise all the 
science of investment to the personal 
management of his funds. The markets 
of the entire world are closely scruti- 
nized for outstanding opportunities to 
obtain favorable yields and, on the 
other hand, securities held by the trust 
are kept under close surveillance not 
only that incipient deterioration in in- 
trinsic value may be quickly detected, 
but that timely advantage may be 
taken of such market conditions as re- 
sult in temporary overvaluation. 

Diversification, of course, is the major 
consideration. The portfolio of most 
large English and Scottish investment 
trusts show investments in several hun- 
dred different issues of securities and 
the number in one case, approaches a 
thousand. In addition, many trusts have 
invested a portion of their funds in real 
estate mortgages on property located not 
only in Great Britain and its colonies 
but in the United States and other for- 
eign countries as well. Generally speak- 
ing, however, the latter form of invest- 
ment has not proven itself adaptable 
to the requirements of the investment 
trust, principally because success in 
real estate investments depends almost 
entirely upon an intimate knowledge of 
the immediate situation affecting each 
individual investment. 


Earnings and Dividends 


Discussion of the subject in hand 
would be incomplete without reference 
to the remarkable record of earnings 
and dividend disbursements made by 
British investment trusts in the last 
three decades, and particularly during 
the war period. A tabulation of twen- 
ty-five leading British investment trusts 
shows that only two entirely suspended 
dividends on their common stocks dur- 
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ing war years, while on the other hand 
four of these companies maintained un- 
changed the rates effective in 1913 and 
six others actually increased these rates. 
The remainder instituted moderate re- 
ductions in the 1913 rates. The surplus 
built up during this period are exempli- 
fied by the surplus account of the In- 
vestment Trust Corporation, Ltd., which, 
at the close of 1925 stood at £1,063,398, 
the equivalent of 182% on £600,000 or- 
dinary shares, and the surplus of £511,- 
3895 or 127% on the ordinary shares of 
the Metropolitan Trust Company, Ltd. 


America Adopts Trusts 


As was the case with the introduction 
of investment trusts in Great Britain 
following a period during which a sharp 
increase occurred in the number of in- 
vestors, so its importation into the 
United States followed a similar in- 
crease which coincided with the war and 
post-war boom in industry. As in 
Great Britain, the first investment 
trusts organized in the United States 
were private affairs—blind pools or- 
ganized for limited periods of time— 
but investment trusts in which public 
participation was invited soon followed. 
The first American investment trusts 
reflected an effort to adapt the invest- 
ment trust idea to American require- 
ments and prejudices. They reflected 
a keen recognition of the fact that 
American investors were not so prone 
as the British to accept the trusteeship 
idea in which the managers are ac- 
corded almost unlimited discretionary 
powers. From this disinclination to 
follow the exact form of the British 
trust there resulted the organization of 
trusts incorporating various methods 
and degrees of modification, so much 
so that at least one extreme type bears 
virtually no relation to the type but 
finds a precedent in certain Continen- 
tal European investment trusts. 

The forms of investment trust thus 
far adopted or devised in this country 
fall into three main classifications; 
namely, the “open” or discretionary 
form of general trust in which a large 

(Please turn to page 632) 


| N view of the advance in a number of important securities 
during the past few weeks it seems desirable for investors 
to analyze their security holdings for the purpose of making 


necessary adjustments. 


The market is now tending to 


move more uniformly so far as specific groups are con- 
cerned, thus offering a comparatively favorable opportunity ‘for 
“switching.” It is also worth noting that specific issues are advanc- 
ing through manipulative tactics and that such rises are not likely to 
hold. In other words, the investor must be careful to discriminate 
in this market if he is to avoid unprofitable commitments. 


for JULY 20, 1997 
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Effect of B & O’s New Stock Issue 


Remarkable Progress of Road in Recent Years Makes It One 
of the Few Roads That Have Thus Far Financed With Stock 


from a non-dividend 

status as far as the 
common stock was concern- 
ed for more than four con- 
secutive years up to late 
‘1923 to the enviable posi- 
tion of being able to finance 
through the medium of 
additional common stock, 
sums up better than any 
other single accomplish- 
ment the extent of the 
recovery in the affairs of 
Baltimore & Ohio Railroad Company 
since resumption of private opera- 
tion. Inasmuch as railroad stock can- 
not be offered at less than par, only 
those roads enjoying a sufficient meas- 
ure of prosperity to warrant the pros- 
pect of attractive dividend rates for an 
indefinite period can avail themselves 
of this method of raising funds. In this 
particular case the offering entails a 
premium of $7.50 per share over par, 
which accentuates even more the re- 
establishment of ample earning power, 
and the effort of certain minority stock- 
holders to block the transaction does 
not alter the fact that the financial 
status of the road has reached a stage 
where this highly desirable form of 
financing is possible. 


R APID transformation 


Benefits Derived 


The principal argument of the op- 
ponents to the plan was that the un- 
derwriting commission of $2.25 a share 
to be paid to bankers to insure the suc- 
cess of the offering was unnecessary, 
and would result in the company re- 
ceiving only $105.25 for each share sold 
instead of $107.50. The company felt 
that such a commission was well worth- 
while in view of the large amount in- 
volved, and that the existence of an un- 
derwriting agreement would tend to 
maintain the market for the stock at 
levels to render subscription on the 
part of stockholders attractive, coun- 
teracting the reactionary tendencies 
usually in evidence after announcement 
of new financing. It is a matter that 
has no bearing upon Baltimore & Ohio’s 
position, for the fact that prominent 
bankers are willing to guarantee the 
success of a common stock offering well 
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By A. T. BURNS 


* pp splendid analysis of the position and 
prospects of Baltimore & Ohio is well 
worth the attention of the investor. 
to a sound opportunity available for conserva- 


tive investors. 


over par is sufficient testimonial to the 
strength of that position. 

Aside from the benefits to be derived 
from the proceeds of the sale, financ- 
ing by means of stock is highly advan- 
tageous from another point of view. 
The war period and the decade preced- 
ing the war were not conducive to an 
adequate return on the investment for 
railroads as a whole. This in conjunc- 
tion with legal inability to put out new 
stock at less than par value necessi- 
tated bond financing almost exclusively 
for a long period, with the result that 
capital structures for the most part are 
in an unbalanced state, having a de- 
cided preponderance of funded debt, a 
condition which calls for correction now 
that the cycle of railroad affairs is 
once more upward. 


Better Financial Balance to Capital 
Set-up 


Baltimore & Ohio is no exception. 
Prior to the present financing, funded 
debt constituted 73.4% of total capital- 
ization, whereas an even division is 
much more desirable in order that fixed 
charges shall not consume too great a 
proportion of annual income. This con- 
dition to be sure went a long way in 
making possible the spectacular in- 
crease in common share earnings with- 
in a brief space of time, as the balance 
available for dividends when earnings 
are on the increase grows faster than 
total income available for interest 
charges, but a capital structure to be 
sound must be adapted to meet condi- 
tions less favorable than those recently 
prevailing. Action under way in issu- 
ing 632,425 additional shares with a 
par value of $63,242,500, and employ- 
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ing a portion of the pro- 
ceeds in retiring 35 million 
secured 6s due‘in 1929, will 
be an excellent start in pro- 
viding a_ better balance. 
The proportion of funded 
debt will be reduced to 
about two for one instead 
of nearly three for one as 
at present, and a perma- 
nent improvement thus ef- 
fected in the road’s finan- 
cial set-up. It may be as- 
sumed that this process will 
gradually be carried to its logical con- 
clusion through further sales of stock 
from time to time in future years as 
need for additional funds arises. 

In order that there may be no ques- 
tion of Baltimore & Ohio’s ability to 
adopt this as a permanent policy, the 
presumption is that an increase in the 
common dividend rate from $6 to $7 
annually should take place sooner or 
later, although the management has 
disclaimed any intention of doing so in 
the near future. 7% appears to be the 
requisite for maintaining a railroad 
common stock above par, and the pres- 
ent financing in a way pre-supposes 
such a rate by virtue of the margin of 
earnings in excess of 7% and the 
financial strength of the road. 


Earnings Record 


It will be seen by reference to the 
accompanying graph that common 
share earnings in 1926 reached an 
amount equivalent to $17.20 per share 
as against $1.33 only four years previ- 
ous. In dollars this represented an in- 
crease from 2 millions in 1922 to 26.1 
millions last year. Applying the latter 
to the new capitalization now pending, 
after adding the saving of 2.1 millions 
from elimination of interest on 35 mil- 
lion 6% bonds to be retired, there would 
remain an amount equal to slightly 
over $13 a sh re on the entire common 
stock to be outstanding upon comple- 
tion of the current financing. As 8 
matter of fact, both gross and net s0 
far during 1927 are well ahead of the 
corresponding period last year so that 
final figures may well reveal an even 
better showing. . 

No small part of Baltimore & Ohio’s 
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striking recovery can be attributed to 
the greater control over operating ex- 
penses. Comparing 1922 to.1926 again, 
we find that a gain of nearly 52 mil- 
lions in gross operating revenues en- 
tailed an increase of only 21 millions 
in operating expenses. In other words, 
operating ratio as applied to the incre- 
ment in business during that four-year 
period was only 41.4%. Aggregate 
operating ratio in the meantime de- 
clined from 82.2% to 73.8%, the latter 
figure being better than that achieved 
by either New York Central or Penn- 
sylvania Railroad, the other two large 
eastern trunk line systems. 


Derivation of Freight 


Baltimore & Ohio is primarily a 
freight road, its revenues derived from 
passenger traffic constituting less than 
12% of the total, as against over 20% 
for the Pennsylvania. It is one of the 
principal carriers of bituminous coal, 
this commodity representing not far 
from half the total tonnage, of which 
products of mines average around 
60%.: The bulk of the remainder con- 
sists of manufactures, particularly iron 
and steel products. 

The preponderance of these two 
classes of freight renders the system 
more than ordinarily subject to the 
state of industrial prosperity, qualified 
of course by artificial fluctuations in 
the movement of soft coal arising from 
the periodic strikes in that industry. 
Industrial prosperity in recent years 
has naturally played a vital part in the 
spectacular uplift in earning power, 
but the character of traffic will always 
render earnings subject to the possi- 
bility of considerable irregularity, an 
attribute which heretofore has been in- 
tensified as far as common share earn- 
ings are concerned by the unbalanced 
capital structure, although this, as has 
already been observed, is in process of 
being remedied. If tonnage is irregular 
in amount, however, it also has the 


compensating advantage of being sus- 
ceptible to efficient handling. 

Freight density is high and pros- 
perity in the rich territory served is 
almost an assurance of substantial in- 
come. Approximately 63% of the 
freight traffic originates on the com- 
pany’s own lines. 


Effect of Stability 


‘ A higher percentage of passenger 
traffic would provide a greater measure 
of stability. Stability in conjunction 
with the present rate of earnings would 
undoubtedly entitle the shares to a 
higher market level than that yet at- 
tained. The absence of a direct en- 
trance into New York City is some- 
what of a handicap in the proper de- 
velopment of passenger business. An 
interesting experiment was inaugurated 
about a year ago upon relinquishment 
of the use of the Pennsylvania station, 
which had been for a limited period and 
in the nature of a temporary expedient 
in connection with post-war exigencies. 
Waiting rooms and ticket offices were 
established in the metropolitan area, 
and transportation of passengers and 
baggage to the present terminal in 
New Jersey was provided through bus 
service. It has the advantage of 
eliminating the heavy rental entailed in 
making use of the Pennsylvania sta- 
tion facilities and allowing a freer 
train movement without materially 
changing the volume of passenger 
traffic. Now that the problems of 
financing and restoration of earnings 
have been successfully met, the man- 
agement will in all probability adopt 
other measures designed to make pas- 
senger business a more potent factor 
in earnings, although this will neces- 
sarily require time in view of the com- 
petition offered by the established ex- 
press service to middle western centers 
operated by the other large eastern 
trunk line systems. 

There are many interesting phases 


to the Baltimore & Ohio situation: in 
connection with its relation to other 
lines and to the general scheme of rail- 
road affairs. One is its substantial in- 
terest in Reading Co., its holdings com- 
bined with those of New York Central 
constituting a majority. Reading in 
turn controls Central Railroad of New 
Jersey, which is a small but very valu- 
able property eagerly desired by many 
laige systems in the general plan of 
railroad consolidations. 


Interest in Reading Co. 


If consolidation plans are ever ac- 
tually carried out, it is predicted that 
Baltimore & Ohio will eventually ac- 
quire New York Central’s share of 
Reading stock, so as to give it undis- 
puted control of Reading and Jersey 
Central, the three roads forming a new 
system. Access to New York Harbor 
is now obtained over lines owned by 
Reading and Jersey Central extending 
from Philadelphia to Jersey City, and 
these lines-are so essential to the wel- 
fare of the road that means must be 
found to assure their availability for 
an indefinite period. Absolute control 
of the two smaller railroads and subse- 
quent merger would not only supply 
this means, but would afford direct ac- 
cess to New York Harbor instead of 
the present indirect arrangement, and 
facilitate the handling of profitable 
long haul business to the middle west. 

Baltimore & Ohio’s own lines extend 
from Philadelphia to Baltimore and 
Washington, thence to Cumberland, 
Maryland, which forms a junction for 
the two trunk lines, one through Pitts- 
burgh to Chicago, and the other 
through Cincinnati to St. Louis. There 
are also numerous branch lines con- 
necting important points along the gen- 
eral territory traversed. A recent de- 
velopment was the acquisition of a 
35% interest in Western Maryland 
Railway and a one-sixth interest in: 

(Please turn to page 6384) 
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An Attractive Investment 


International Telephone and Telegraph Corpora- 
tion Shows Phenomenal Expansion—An_ Increas- 


ing Field for American Investments 


MERICANS have by this time be- 
come familiar with the idea that 
the steadily rising tide of invest- 

ment capital in this country must find 
outlets abroad. The most spectacular 
form of this development has been the 
great increase in foreign borrowing. in 
this market in the form of bond issues. 

Another development in the same di- 
rection and of even more far-reaching 
consequences has been the steady ex- 
port of capital in the form of stock in- 
vestment in American-owned enter- 
prises doing business abroad. Many 
American companies have large foreign 
investments in the form of stock of 
their own subsidiaries, such as Ana- 
conda Copper with its holdings of An- 
des Copper and the Giesche properties 
in Poland and Germany; International 
Harvester with its large foreign pro- 
ducing and distributing subsidiaries; 
Standard Oil of New Jersey with its 
large interests in Canada, England, Col- 
ombia, Peru and the West Indies, and 
many another large corporation. In 
such cases the American investor has, 
through the intermediary of the hold- 
ing company, an interest in the subsidi- 
aries which are adapting American 
methods to foreign fields. 

In the case of a much smaller group 
of companies, the entire business is 
done abroad, but the entire ownership 
is controlled here. Corporations of this 
class include a wide range of industries: 
manufacturing, such as Ford Motor of 
Canada; mining, such as Cerro DePasco 
and Chile Copper; railroading, such as 
International Railways of Central 
America; electrical, such as U. S. and 
Foreign Power, and, in the telephone 
industry, the International Telephone 
& Telegraph Corporation. 


Advantages and Disadvantages 


Comparing the outlook for such cor- 
porations with that for similarly man- 


594 


By JEROME B. HALE 


aged and financed corporations operat- 
ing physically within the United States, 
we find they are on a parity with re- 
spect to efficiency of method, organiza- 
tion and equipment. They are at a 
disadvantage insofar as the average 
purchasing power of the population 
which they reach does not in general 
compare with that of the United States, 
but to no small extent this is compen- 
sated for by the large, possibly even 
world wide, range of operations to 
which they can aspire. In a certain 
sense, foreign countries are virgin soil 
to those who apply American methods 
where only the old-fashioned ones have 
been known before, and the profits 
which may be reasonably looked for- 
ward to may in favorable circumstances 
compare with those achieved by the old 
time captains of industry in the earlier 
days of the industrial revolution. 

The telephone industry lends itself 
particularly well to the investment in 
foreign countries of American capital 
under American auspices. Great cumu- 
lative profits have been made in this 
industry through expansion of volume 
of business, not by a large margin of 
profit per unit of business handled, and 
the industry has established a unique 
reputation for stability of gross reve- 
nues and net income. In addition, the 
new accretions of capital which it has 
required in the course of this extension 
have been able to result in increased 
gross and net earnings within a very 
short time, instead of as with many 
other industries only after the lapse of 
several years. 

The fact that America possesses the 
largest unified telephone system in the 
world and that this system has been 
remarkably successful from the stand- 
point of quality of service as well as 
that of large and stable earning power 
has made it still more logical for an 
American corporation to be organized 
for the purpose of adapting the meth- 


Abroad 


ods which have produced these results 
to the special conditions prevailing in 
various foreign countries, particularly 
Europe and Latin America. 


Company’s Growth 


The International Telephone & Tele- 
graph Corporation, organized in 1920, 
acts as a holding and managing com- 
pany and through its subsidiaries en- 
gages in three great lines of activity: 
telephone communication, the manufac- 
ture and sale of telephone equipment, 
and a cable business with South Am- 
erica. . 

Originally it was formed to take overa 
group of companies operating telephone 
systems in Cuba and Porto Rico. After 
acquiring the Mexican Telephone & 
Telegraph Co., and gradually building 
up the service in that country, its next 
step was the formation of an associated 
company which took over the operation 
of the telephone system of Spain. 

The new company replaced old equip- 
ment; greatly enlarged existing ex- 
changes; linked Spanish cities with a 
real long distance service; installed 
modern methods of operation, con- 
struction and maintenance and showed 
increasing revenues almost from the 
first. In Spain, it has changed over 
the telephone systems of Madrid and 
Santander where the Royal Palace 's 
located, from manual to automatic dial 
operation. Similar transformations are 
scheduled in seventeen other Spanish 
cities in the next three years. This 
indicates the progressive nature of the 
management, as even New York Citys 
far from being completely on an auto- 
matic dial basis. : 

In 1925, the company acquired the 
foreign manufacturing properties © 
the Western Electric Company, the 
largest manufacturers of telephone 
equipment in the world, whose largest 
customer is the American Telephone & 
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Telegraph Company which is stated to 
own 90% of the stock. The foreign 
properties so acquired were consoli- 
dated into the International Standard 
Electric Company, which maintains 
through subsidiaries, factories in Eng- 
land, Belgium, France, Spain, Italy, 
Holland, Japan and China. 

It will be noted that several of these 
plants are located in countries where 
the telephone business is exclusively a 
state monopoly, being operated usually 
as a branch of the post-office depart- 
ment. A large part of the sales of the 
International Standard Electric Co. is 
made to these government owned tele- 
phone systems. 


Growth of Business 


An increasing volume of business has 
come into these foreign plants since 
they were taken over by International. 
The Antwerp factory 
has been enlarged — 


time, and having further, manufactur- 
ing facilities of a high degree of effi- 
ciency and excellent reputation for its 
own requirements and for sale to others. 


Capitalization 


Because of the recent expansions, 
the exact capitalization of the company 
cannot be given at the present moment, 
as far as the common stock is con- 
cerned. The company has recently 
called in the $25,000,000 of 542% de- 
benture bonds due 1945 constituting its 
entire funded debt and floated a new 
issue of 44%2% debentures, of which it 
has sold $35,000,000 to obtain new capi- 
tal. For the same purpose, the com- 
pany has offered to holders of the 
common stock as of September 1, 1927, 
the right to subscribe to one new share 
of common stock at par of $100 for 
each eight shares now held. As the 


total. The raising of $25,000,000 
through the issue of the old 54% de- 
bentures and the elimination of this 
entire large funded debt through con- 
version forced by the calling in of the 
bonds shows excellent financial strat- 
egy, and the ability to raise the new 
money required at 4%% reflects fav- 
orably on the standing of the company. 


Earnings 


The development of the company’s 
earnings can best be indicated by the 
accompanying comparative table. 

In view of what has been said before 
as to the effect of the company’s steady 
expansion on its capitalization, it will 
be seen that there are certain difficul- 
ties in connection with the calculation 
of the net income per share, and the 
recent addition still further complicates 
the problem because of the desirability 

of including in such 
calculation the earn- 











from 350,000 square 
feet of floor space 
to 460,000 and al- 
ready the necessity 
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ings for previous 
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for an additional 300,- 
000 square feet seems 
pressing. In connec- 
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power of $11 to $15 a 
share in recent years 
is indicated. 
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tion with the French 
Government’s plan to 


.. $ 953,988 


145,789 $ 6.54 








Dividend policy has 
been extremely con- 
servative, cash pay- 
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modernize the tele- 
phone system of Paris, 
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150,728 7.36 


ments having been at 
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the rate of $6 per an- 





the company has 
received an order for 
four automatic tele- 
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num since October 15, 


92,500 1920. The increases in 





phone central offices 
of 10,000 lines each. 
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175,000 11.03 


capitalization shown 


156,484 above have involved 





The entire program of 
improvement will re- 


.. 4,668,228 


392,139 13.08* 


valuable subscription 


193,240 rights to stockholders, 





quire 400,000 lines and 
cover a period of ten 
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600,876 16.03* 


ranging from $2 to 
$10 per share. The net 
return has therefore 


250,077 





years, 
Telephone. equip- 


*On average sheres outstanding during year. 


Including new acquisitions. 


been considerably 
larger than the yield 
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associated companies 
in Japan, China and 
Australia. 

Early in 1927, the company entered 
into an arrangement to acquire control 
of All America Cables through an 
exchange of stock in the ratio of 
four shares of International stock 
for three of All America Cables. 
This company owns a group of tele- 
graph properties totaling 27,000 nauti- 
cal miles, covering the major part of 
Central and South America and the 
West Indies and should be immensely 
valuable to International in its pro- 
gram for future expansion. The mer- 
ger has not involved any important 
changes in all America. 

In the meantime, two additional ac- 
quisitions have been announced, the 
Montevideo Telephone Company of Uru- 
guay and the Chile Telephone Com- 
Dany, 

The tendency seems clear for the 
creation of a huge system operating 
south of the Rio Grande in the western 
hemisphere along the same lines as the 
American Telephone & Telegraph Com- 
pany in this country, and having in 
addition, the telephone system of one 
large European state, possibly more in 
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market price is now about $140 the 
rights are worth about $4.75 a share. 
Allowing for the above changes, the 
capitalization of the company is ap- 
proximately as follows: 
Long term bonds of sub- : 
sidiary companies..... $8,730,071 
Preferred stock of sub- 
sidiary companies..... 


Minority common stock- 
holders’ equity 


4%% debentures 
TO Pr ae ee 35,000,000 


Common stock ......... 131,812,700*** 


6,599,450 


7,177,706 


eeeeee 


*** Assuming all old 544% debentures 
are converted into common stock at 
$125 (market price $138), and 91% 
of All America Cables acquired by 
exchange of stock, with no allow- 
ance for additional issues of stock 
in connection with other acquisi- 
tions described above. 


This capital structure is both well 


balanced and conservative, common 
stock amounting to nearly 70% of the 


the current price. 
Financial position as of Dec. 31, 1926, 
was excellent, current assets amounting 
to $92,094,000, of which $45,336,000 was 
cash and $11,971,000 marketable securi- 
ties, against current liabilities totalling 
$17,870,000, these figures being after 


‘ allowing for new financing in acquiring 


All-America’ Cables, Inc. 

Earnings have been holding up well 
so far this year, net income after in- 
terest and subsidiary charges for the 
first three months of 1927 amounting 
to $2,743,000 against $1,321,000 for the 
corresponding period of 1926. Because 
of the changes in capitalization during 
the period, however, they were equiva- 
lent to only $2.95 a share against 
$3.35 for the first quarter of last 
year. 

In view of the rapid but sound ex- 
pansion, conservative financial policy 
and outlook for still further expansion 
over a period of years, the stock may 
be considered an exceptionally attrac- 
tive investment issue for the long range 
investor. The 4%% debentures offered 
at 92 are exceptionally well secured as 
to income and assets to make up for 
their low yield of 5.05%. 
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Selecting the Power Bond 


'Advantageous Combination of Investment Qualities 


Afforded Investors by Well Selected Power Bonds 


OWER = development 

has undergone enor- 
mous strides during 

the past decade and the 
opportunities for safe and 
profitable investment in the 
industry have been legion. 
In 1917, the total electrical 
energy generated by power 
companies in the United 
States was 25 billion k.w.h. 
By 1926, the figure had 
grown to 77 billion—an in- 
crease of 208%. In the 
former year, the industry 
represented 3 billions of 
dollars of invested capital; 
in the latter, approximately 
8 billions. When we con- 
sider that the industry was 
“born” in 1882, and that it 
had hardly passed out of 
its infancy in 1900, it must be evident 
that a rapidly progressive increase in 
the rate of growth has been effective. 
Naturally, there has been much 
plowing back of profits, but the greater 
part of this increase has been financed 
through the sale of securities to the 
public. Last year alone, close to $1,- 
396,000,000 of power company securi- 
ties were distributed in the United 
States—$247,000,000 of which were 
sold by the companies themselves di- 
rectly to their consumers. Of the total 
financing, 59% was in the form of 
secured bonds, 15% in the form of 
unsecured bonds or debentures, 8% in 


By ORVILLE HATHMAN 


EIS A 1D I IIL 
ee general recognition on the part of 

investors of the desirable qualities of power 
company securities, it obviously would have been 
impossible to have distributed almost one and one- 
half billions of dollars of such securities in the 
United States in 1926, or an almost equally large 
amount in 1927. Further expansion is inevitable 
and the investor should place himself in a position 
to exercise critical discrimination in order to safe- 
guard his interests and to effect the most advan- 


tageous purchases. 


Paibcdibsdibzdlbcdibcditzd/bed|bsdibad ted Psditsdibsdiesdiesditadieediesd badiesd sd ecs)bslesabsdlexalecdfexdiexd bxabxd bcdibed beaipedipediecd|pxdlbxd pxdiexd 


the form of preferred stocks and 1% 
in the form of common stocks—statis- 
tics necessary to classify the remain- 
ing 17% sold directly by the companies 
being unobtainable. Before the close 
of 1927, at least another billion dol- 
lars of power company securities will 
have been purchased by the public, 
with the probability that the propor- 
tion represented by bonds will be even 
greater than that of 1926. It would be 
indeed difficult to single out a field in 
which the investor receives a more ad- 
vantageous combination of security, 
yield and marketability, on the average, 
than that afforded by the public utility. 








Typical High Grade Power Company Bond 
Bonds of Hydro-Electric Companies 


| Bonds of 





Issue 


Current Yield 
Price % 


The literature of an old 
and highly respectable 
house of investment bank- 
ers is liberally sprinkled 
with an undisputably sound 
reminder which, without 
attempting to quote liter. 
ally, is to the general pur.- 
port that the first and most 
important consideration of 
the investor should be the 
careful selection of the 
house with ‘which he ex- 
‘pects to do business. Never- 
theless, it would not be 
amiss for the investor to 
place himself in the posi- 
tion of exercising intelli- 
gent discrimination in the 
selection of his investments, 
for the knowledge neces- 
sary to do this will afford 
him the means of judging not only 
the bond, but also the house which 
offers the bond. 


Principal Considerations 


As with all other bonds of corpo- 
rate enterprises, the tests to apply to 
a power bond are those which establish 
the degree to which it possesses the 
four “cardinal virtues”—namely, safety 
of principal, safety of income, attrac- 
tiveness of yield (on a comparative 
basis with other securities in its class) 
and marketability. 

Safety of principal and safety of in- 
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Steam Operated Power 
Properties 

















Northern California Power Co. Cons. Ref. S.F. 


ye | Saar rs ere 


cpaok> 102% 


4.81 


Issue 


Current Yield 
Price % 








Southern California Edison Co. Gen. 5s, 1939 102%4 


Duquesne Light Co. Ist 4%s, 1967 


4.7] 





4.69 





Adirondack Electric Power Corp. Ist 5s, 1962 103 


Ft. Worth Power & Light Co. Ist 5s, 1931.... 100% 


4.85 





4.82 





Great Western Power Co. Ist S.F. 5s, 1946... 100% 


Commonwealth Edison Co. Ist Coll. 4%s, 1957 96 


4.75 





*Detroit Edison Co. Ist & Ref. 5s, 1940 


103% 4.64 








*Niagara, Lockport & Ontario Power Co. Ist 





*Kansas City Power & Light Co. Ist 5s, 1952.. 104% 


4.69 








& Ref. 5s, 1955 ! ' 


* Listed on the New York Stock Exchange. 
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come, of course, are highly jinterde- 

ndent. The imposition ‘of an oppres- 
sive burden of debt upon a property 
would militate, naturally, against safe- 
ty of principal in the bonds represent- 
ing its funded indebtedness, but it 
would be an equally serious considera- 
tion with respect to safety of income, 
for the property would be required to 
yield abnormally large earnings to 
satisfy the interest requirements of an 
abnormal debt. On the other hand, 
while the initial security for the loan 
might be adequate, insufficient earn- 
ings eventually would be reflected in a 
depletion of security through inade- 
quate maintenance of the physical 
property which constituted this secu- 
rity. 

It has been recognized generally that 
the mortgage indebtedness of power 
companies shculd be limited to 75% of 
the value of its physical properties 
based upon appraisals at reproduction 
cost less accrued depreciation. The 
rule, however, should not be held to be 
inflexible. A mortgage indebtedness 
as high as 85% might not, in reason, 
be excessive for a highly modern type 
of plant serving a well established ter- 
ritory and showing a consistently high 
earning power. On the other hand, 
even 60% might be considered high for 
an all but obsolete type of plant which 
would be uneconomical of operation 
and which served a territory lacking 
in promise of growth. 


Mortgage Provisions 


The most desirable form of mort- 
gage bond, of course, is the direct first 
mortgage. But unfortunately, the sup- 
ply of direct closed first mortgage 
power bonds is now extremely limited, 
principally because the closed mort- 
gage has been found to hamper the 
financing of necessary expansion but 
also because of the consolidations and 
other financial operations of recent 
years which have necessitated the adop- 
tin of more elastic instruments for 
supplying the capital requirements of 
power companies. The “open end” 
mortgage is a satisfactory instrument 
provided it contains sufficiently con- 
servative restrictions governing the 
issuance of additional bonds. Restric- 
tions commonly found in well drawn 
mortgages permit the issuance of addi- 
tional bonds to 75% of the cost of ad- 
ditions and betterments provided earn- 
ings for a recent twelve months’ period 
have been equal to one and three-quar- 
ter times the interest requirements of. 
the entire issue including the proposed 
additional amount. It is because the 
responsibility for the insistence upon 
the proper observance of these restric- 
tions by the company devolves upon 
the bankers underwriting the first is- 
sue of bonds under a mortgage, that 
the question of banking house sponsor- 
ship is so important. Large and 
Teputable investment bankers main- 
tain a close scrutiny over the compa- 
nies whose securities they have spon- 
fored and insist upon the observance 
of all conditions of the mortgage in- 

(Please turn to page 644) | 
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Bond Buyers’ Guide : 


Bonds for Income Primarily 


GOVERNMENT ISSUES 
Argentine 6s, 
Chile 6s, 1960 
Dominican Rep. 5's, 1942 
Haiti 6s, 1952 
Panama 5%s, 1953 


RAILROAD ISSUES 
Cuba R. R., Ist 5s, 1952 
Central of Géorgia. Ref. 5%4s, 1959 
Chicago & West, Ind, Ist Ref. 5%4s, 1962 
Erie & Jersey, Ist 6s, 1955 
Florida East Coast, Ist. Ref. 5s, 1974. (b) 
Great Northern, Gen. ‘‘A’’ 7s, 1936... (b) 
Kan, City Sou., Ref. & Imp. 5s, '50.... 
Minn., St. P. & Sault, Ist Con. 5s, 1938. 
Norfolk & Southern, Ist & Ref. 5s, 1961 
Peoria & Pekin Un. Ry., Ist 5%s, 1974.. 


“Rock Isl., Ark. & La., Ist 4%4s, '34.-(b) 


St. Louis Southwestern, Ist Terminal & 
Unifying 5s, 1952 


PUBLIC UTILITIES 


Amer. W. W. & Elec., Coll. 5s, 1934. (b) 
Brooklyn City, 1st Con. 5s, 1941 
Hudson & Manh., Ist Ref. 5s, 1957...(b) 
Indiana Nat. Gas, Ref, 5s, 1936 
Louisv. Gas & El., Ist Ref. 5s, 1952. .(b) 
New 
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N. Y¥. Steam Corp., Ist 6s, 1947 
Pacific Gas & Elec. Gen. & Ref, 5s, 1942 
Public Service of N. J., Sec. 6s, 1944. (a) 
Rochester Gas & El., ‘‘C’’ 542s, 1948. (a) 


INDUSTRIALS 
Bethlehem Steel, P. M.. 5s, 1936 
Brier Hill Steel, Ist 5%4s, 1942 
International Paper, lst 5s, 1947 
Morris & Co., Ist 4%4s, 1939 
Mortgage Bond. 5s. 1932 
Schulco ‘‘A’’ 6%s, 
Sinclair Pipe Line, 5s, 1942 
U. 8. Rubber, Ist 5s, 1947 


Bonds for Appreciation 


Prior 
Liens 


(Millions) 


6.4 


45.3 


Times 
Interest 
Earned 
on all 

debt 


<1 & 
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Reosaaakhas 


Nerwnwcwor a) 


nn 
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Primarily 


RAILROADS 


Atlantic & Danville, Ist 4s, 1948 
Central New England, Ist 4s, 1961 
Chicago Gt. Western, Ist 4s, 1959 

Erie. Gen, Lien 4s, 1996 

Mississippi Central, Ist 5s, 1949 

Missouri Pacific, Gen. 4s, 1975 

New Haven. Non-conv. Deb. 4s, 1956.... 
Northern Ohio, Ist 5s, 1945 . 
Seaboard Air Line, Ref, 4s, 1959 
Texarkana & Ft. Smith, Ist 5%s, 1950.. 
Western Maryland, Ist 4s, 1952 


PUBLIC UTILITIES 
Brooklyn-Manhattan Tr., 6s, 1968....(b) 
Market St. Ry., Ist 7s, 194 (a) 
Montreal Tram.. Ist & Ref. 5s, 1941. (a) 
Sierra & San Francisco, Ist 5s, 1949.... 
Utah Power & Light, Ist 5s, 1944 


INDUSTRIALS 
B. F. Keith, Ist & Gen, 6s, 1946 
Pressed Steel Car. Conv. 5s, 1933 
Walworth Co., Ist ‘‘A’’ 6s, 1945 
Webster Mills, 6%s, 1933 
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Price 


Current Yield 

Call In- to 
Price come Maturity 

99 

90 

99 

9914 
102% 


96% 
106% 
105 
114 

97 
114% 
100 

97 

93 
105% 

95% 


98% 
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99% 
92% 
99 
9914 
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95% 
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101 
106% 
105% 
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105 
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105A 
105 
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American Chain, 8. F. 6s, 1983 
American Type Founders. 6s. 1940 
California Petroleum, Conv. 5s, 1939. (a) 
Dodge Bros, Conv. 6s, 19 

White Sewing Machine, 6s, 1936 


SHORT TERMS 


Cen. of Georgia Ry., Sec. 6s, June 1, ’29 
Gan. Petroleum 6%. Anri! 15, 19°? 
Sloss-Sheffeld P. M, 6s, Aug. 1, 1929... 


31.1 
“L7 


a OE com 
SLSR 


ath lt od 
ot ee 


105 102% 
106 105% 
103T 92% 
119T 89% 
105 = $98 


i 1D 
wDOSCaA 


102T 102% 
101T 100% 


5.83 
5.96 
105 103 5.83 








Note—All bonds in $1.000 denominaions, except (a) lowest denomination $500, (b) $100, 


Earnings are on five-year basis unless shorter basis is only one available, 


assumed, earnings of guarantor company are given. 


Y—Recent earnings about 2.16 times. 
gradually lower prices. 
companies, NS—Not segregated. 


A—Callable as a whole only, 
G—Not callable until 1930 or later. 
(c) Listed on N, Y. Curb ‘Market. 


Where bonds are 


T—Callable at 


X—Guaranteed by proprietary 


+ Without warrants, 














N January, 1926, we published a list of 
fifteen separate groups of securities with 
the double purpose of showing our sub- 
scribers and readers how to invest their 
funds with reasonable safety and yet with 
hope of ultimate enhancement in the value 

of their investments; and to give them specific se- 
lections upon which to base their future purchases. 
The feature in question appeared in our Jan. 30, 
1926 issue and the results achieved from the rec- 
ommendations then made are open to inspection 
by merely comparing the prices of the securities 
as listed and their current prices. Suffice to say 
that in all cases but two, the group investments as 


proposed show large profits at the present time; 
the two failures among them are merely nominal, 
since their prices are only a few points off from 
where recommended. 

In this issue, we have indicated sixteen such 
group investments with the same purpose in mind 
as our previous feature. . 


* * * 


The greatest handicap to successful investment 
is that imposed by investors themselves. We refer 
to their congenital inability to avoid concentrating 
their purchases in the more speculative classes of 
stock. It is by no means desirable for the so-called 
average investor to be the proud possessor of a 
group of securities of which, say, five are purely 
speculative, and two, high-grade bonds. This lack 
of balance in investments is the chief reason for 
the numerous failures among inexperienced inves- 
tors. 

In order to provide a natural safeguard against 
such risky adventures into the speculative arena, 
tt is suggested by the accompanying feature that 
the investor’s funds be not confined merely to the 
common stock of the company under his favorable 
attention, but that, as well, the investment be 
made to include the senior issues, bonds and pre- 
ferred stocks. By so doing, the investor has dis- 
tributed his risk so that in the event unforseen 
circumstances impair the value of his common 
stock, the stability of his bonds and preferred 
stock will in large measure prevent any serious 
total loss. By the same token, if the investment 
be a fortunate one, not only is it likely that the 


common stock.will advance.but.the.senior issues. . 
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will likewise participate in the rise to some extent. 
Of course, this will not necessarily hold true of 
those highly seasoned investment bonds and pre- 
ferred stocks which generally fluctuate in accord- 
ance with the money rate. But we are not con- 
cerned in these group investments with issues of 
such calibre. Rather, we are concerned with those 
companies whose securities, while not precisely of 
high grade, are nevertheless sufficiently sound to 
warrant investment and where at the same time 
bonds and preferred stocks as well as common 
have possibilities of some enhancement. 

There is an added value in so-called group in- 
vestments in that should dividends on the common 
stock be curtailed or, even, omitted, the income 
from the senior securities could be counted on to 
produce a fair return on the total investment, 
whereas if the investment were entirely confined 
to the common stock, elimination or reduction of 
dividends, would naturally have a proportionately 
large effect in reducing the total income. 


* * * 


In this feature, we offer for the inspection of 
our subscribers and readers sixteen separate 
groups of investments, in most cases, the bonds, 
preferred stocks and common stocks of the same 
companies, though in several, where the company 
has no preferred stock, the investor naturally must 
confine his investment to only the bonds and com- 
mon shares. 

It must be realized, of course, that there is a 
danger in improper utilization of the group invest- 
ment idea, for if the investor purchases all the 
securities of a given company he has, so to speak, 
taken a definite chance and the company later en- 
ters a definite period of poverty, in that case the 
senior issues would suffer along with the common, 
though not to the same extent. Even this, how- 
ever, would not have the same serious result as if 
the entire investment were confined to the common 
stock. The investor, therefore, must take reason- 
able precautions that the company in which the 
proposed investment is to be made is thoroughly 
sound. It is for this reason that we have exclud 
all companies in a weak position, financially oF 
otherwise; all new promotions, even where listed 
on the Stock Exchange; and all companies repre | 
senting..industries not in.a safe-position. 
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Sixteen Attractive Security 
Combinations 





Cash 
Income 


Approximate 


Amount Company Cost 


COMMENT 





GENERAL AMERICAN TANK 
$1,000 Equipment Trust Ser. B 5%s, 1934 
10 shares 7% cum. Preferred stock 
15 shares Common stock 


$1,020 
(100 
795 


$2,915 


$55 
70 
45 


$170 


Group 1—R. R. Equipment 


( Stable earnings from tank car leasing activities 
tend to set company apart from general run of car 
building concerns, Equipment trust notes constitute 
high grade investment supplemented by good yield 
from preferred shares. Profit possibilities in. com- 
mon predicated on gradually improving earning 

| power, 


Yield, 5.84%. 





Group 2—Sugar 
AMERICAN SUGAR REFINING 
$1,000 15-yr. 6s, 1937 
10 shares 7% cum. Preferred stock 
10 shares Common stock 


Company’s bonds afford a sound investment back- 
log to which preferred stock adds an attractive yield 
and at same time has room for moderate price en- 
hancement. Common has promising prospects for 
long pull based upon exceptionally strong working 
capital position and hence company’s ability to pass 
increased profits along to shareholders without delay 
in period of rising sugar prices, 


Yield, 5.91%. 





Group 3—Dairy 
NATIONAL Datry Propucts 
$1,000 Collateral Trust 6s, 1940 


15 shares Common stock 


$1,030 
945 


$1,975 


$60 
45 


$105 


Has attained leading position in dairy products in- 

dustry by reason of judicious acquisitions and ex- 

pansion along sound lines. Attractive combination 

for income and profit if held with view to long 
L range possibilities of common shares, 


Yield, 5.82%. 





Group 4—Mining 
ANACONDA CopprEeR MINING Co. 


$1,000 1st Consolidated S. F. 6s, 1953 
$1,000 15-yr. Convertible Deb. 7s, 1938 
20 shares Common stock 


$60 
70 
60 


$190 


Medium grade investment group representing com- 
mitment in diversified ccpper mining and manufac- 
turing enterprise operating under capable and ag- 
gressive management. Senior bonds well protected 
in respect to principal and income, Long range 
speculative possibilities afforded by common stock 
and conversion feature of 7% debentures, 


Yield, 6.39%. 





Group 5—Food 


STANDARD MILLING 
$1,000 Ist & Ref. & Lien 5%s, 1945 
10 shares 6% non-cum. Preferred stock 
10 shares Common stock 


$55 
60 
50 


$165 


$1,020 


Total 


Operations, though subject to some variation, have 
been consistently profitable over long period of 
years, Bonds and preferred stock afford good yield, 
with room for moderate price appreciation. Strong 
financial position and net income of $7.35 a share 
for common in ten months ended June 30, 1926, 
suggest ability to pay more. 


Yield, 5.81%. 





ASSOCIATED Dry Goons Corp. 
10 shares First 6% cum. Preferred stock - $1,030 
10 shares Second 7% cum. Preferred stock.... 1,070 
20 shares Common stock 820 


$60 
70 
50 


$180 


Group 6—Department Store 


First preferred entitled to high investment rating 
by virtue of earning power and solid asset position. 
Moderate price appreciation possibilities in second 
preferred. Good prospects for enhanced yield ulti- 
mately through medium of more liberal common 
stock dividend, 


Yield, 6.16%, 





(Please turn to next page) 
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Sixteen Attractive Security 
Combinations 


{ Continued ] 





Cash 


Approximate 
Cost Income 


COMMENT 





Group 7—Railroad 


Battimore & Onto R. R. 
$1,000 Ref. & Genl. Ser. C 6s, 1995 
15 shares 4% non-cum. Preferred stock 
10 shares Common stock { 





Yield, 5.24%. 


Primarily an investment combination, Limited 
profit possibilities on side of bonds and preferred 
stock offset by prospects for price enhancement of 
common. Recent common stock financing has tem. 
porarily depressed price with result that issue is out 
of line with other standard rails, 





Group 8—Public Utility 


STANDARD GAs & ELEctTrRIc Co. 
$1,000 Debenture 6s, 1951 
15 shares 8% cum. Preferred stock 
15 shares Common stock 


$60 
aT 
52.50 | 


$172.50 Yield, 6.03%. 


Holding company controlling far flung electric, gas 
and street railway utilities, Nearly one-third of 
earnings originate from production and sale of elec- 
trical energy. Group commitment in steadily ex- 
panding company. Room for price enhancement in 
preferred and common stocks. 





BETHLEHEM STEEL Corp. 
$1,000 Consolidated S. F. 6s, 1948 ( 
10 shares 7% cum. Preferred stock 70 
10 shares Common stock a 
$130 





Yield, 4.99%. 


Absence of current income from common stock com- 
pensated by return obtainable from bonds and pre- 
ferred issue. Group commitment permitting holder 
to take speculative pos‘t‘on in attractive long pull 
junior shares without suffering material reduction of 
yield while waiting restoration of common dividend. 








Group 10—Paper 


INTERNATIONAL PAPER 
$1,000 Refunding Series A 6s, 1955 $60 [ 
10 shares 7% cum. Preferred stock 70 1 
20 shares Common stock 48 1 

$178 





Yield, 6.07%. 


Leading newsprint manufacturer controlling exten- 
sive timber lands and power sites. Large potential 
possibilities in hydro-electric development. Senior 
securities, now in medium-grade investment class, 
should ultimately work toward higher levels. Com- 
mon has interesting long range possibilities. 





Group 11—Merchandising 


ScHULTE RETAIL STORES 
$1,000 Schulco Co., Inc., Guar. 6%s, 1946... $1,010 
10 shares 8% cum. Preferred stock 1,200 
15 shares Common stock 


$65 
* 80 
52.50 





$197.50 viela, 6.60%. 


Second largest retail tobacce store chain with ex- 
tensive interests in other merchandising lines 
Bonds constitute obligation of real estate subsidiary, 
guaranteed principal and interest by parent com 
pany. Group commitment having good possibilities 
in view of steady expansion of gross and né 
earnings. 





(Please turn to next page) 
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a . a 
S | C Att C | S | 
& b inati 
Approximate Cash 
Amount Cost Income COMMENT 
Group 12—Petroleum 
imited GuLF O1L Corp. oF Pa. deal ’ 
rem = omplete unit in oil industry, Solid company, bot 
ent of $1,000 S. F. Debenture 5s, 1947 $50 = — to trade and financial status, Income 
; tem. return low owing to very conservative dividend 
Pag 10 shares Common stock 15 policy, but attractive combination for long pull. 
Could readily pay substantial extras, 
Yield, 3.44%. 
D, gas 
naar INLAND STEEL Co. 
a 1,000 D i 
g ebentur I ( Strong, well integrated steel manufacturing enter- 
A. $ ’ ture Sys, 1945 $55 prise, producing line of diversified products sold 
10 shares 7% cum. Preferred stock 70 principally in Chicago district. Excellent earnings 
record and strong financial position entitle securi- 
20 shares Common stock 50 om ties to rank among best of steel issues, 
$175 Yield, 5.19%, 
com: 
1 pre- ; 
“an 1.00 < ee Co. OF AMERICA ‘ pr age —_ * aluminum mining and manu- 
( acturing fields. ole producer of aluminum in 
o 4 ; ? ‘x . ebenture 5s, 1952 $50 U. 8. Controls valuable and extensive hydro-electric 
en 0 shares 6% cum. Preferred stock 60 es Group holding in which income from 
. ® onds and preferred stock enables holder to take 
10 shares Common stock long-range position in common without undue 
sacrifice. 
ae $110 Yield, 3.94%. 
xten- a *1: 
nti Group 15—Public Utility 
= COMMONWEALTH POWER Corp. Peer ; : 
ec ntrols public utility properties operating in cen- 
$1,000 25-Yr. Secured 6s, 1947 $1,030 $60 tral states; more than two-thirds of revenue orig- 
1e . inates from production an istribution of elec- 
10 shares 6% cum. Preferred stock 1,000 60 tricity. Rapid rate of growth renders prospect for 
20 shares Common stock 50 common encouraging. Bonds and preferred primarily 
ae ss L.: attractive for income. 
$170 Yield, 5.50%. 
h ex- 
lines. 
‘oon Group 16—Shoe Manufacturing 
ilities : 
| net Ww 
10 “NDICOTT JOHNSON Corp. One of leading factors in shoe manufacturing ~ 
share C dustry, Has been increasing scope of late, Excel- 
1 hares 7%o cum. Preferred stock lent management, strong financial status and excep- 
0 shares Common stock tionally stable earning power. Preferred helds high 
grade investment position, Common appears under- 
valued. ; 
Yield, 6.08%. 
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The “Schulte” Stocks 


Like the “Whelan” Group They Are Controlled 
by One Family—The Group’s Ramifications 


for 


and Outlook 


Various Issues 


the 


By FERDINAND OTTER ° 


fully, you may have noticed that 

Schulte Retail Stores, paying $3.50 
and selling in the low 50’s, yields more 
than practically any other seasoned 
merchandising’ issue. It so happens 
that both United Cigar Stores and 
Schulte earned a trifle over $5 a share 
in 1926, yet United Cigar Stores sells 
around 90. No one seems to be ques- 
tioning the safety of the Schulte divi- 
dend; and there have been unofficial in- 
timations that extras might be ordered 
in addition to the regular distributions, 
bringing payments for the year up to 
$4 a share. Evidently here is an in- 
. teresting stock. 

The backbone of Schulte Retail 
Stores Corporation, of course, is the 
300 odd cigar stores, composing a 
larger city chain reaching from Maine 
to Texas. Incident to the operation of 
the stores, however, the company has 
entered some other profitable lines 
which have interesting possibilities. 


iv you study the financial page care- 


Through subsidiaries it is an important , 


owner of urban real estate, a manufac- 
turer of cigars and a manufacturer of 
miscellaneous smokers’ accessories. Re- 
cently, the company and the Schulte 
family have acquired control of a group 
of other semi-allied corporations, in- 
cluding Park & Tilford, Vivaudou, Con- 
tinental Tobacco, Philip Morris Con- 
solidated (jointly controlled with the 
Whelan interests), Huylers, 
International, American Druggists Syn- 
dicate, etc. 


Schulte vs. Whelan 


These corporations form a group in 
some ways similar to the United Cigar 
Stores group; hence we have the 
Schulte stocks as well as the Whelan 
stocks. There are several illuminating 
points of contrast and resemblance. 
The United and Schulte stores are 
much alike in appearance and method, 
although the United chain is much 
larger and more extended territorially. 
Schulte Retail Stores controls its allied 
companies more directly and apparently 
has a larger financial interest in them 
than the greater Whelan company. The 
Whelan family keeps closer tabs on the 
stock market, and the Whelan stocks 
usually are more active in the specula- 
tive mart. In some ways, perhaps the 
Schulte family has been more conserva- 
tive in both financial and operating 
policies. 

According to widely circulated re- 
ports, at least, there have been times 
when the Schulte family could have 
sold out to the Whelan family, or at 
least could have joined forces with 
them. It is understood that such over- 
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Dunhill 


tures usually have been held up by 
Schulte asking more for the properties 
than Whelan was willing to give. The 
only point at which the two families 
seem to have joined hands is in Philip 
Morris Consolidated, which is a holding 
company controlling both Schulte’s 
Continental Tobacco and Whelan’s 
Philips Morris, Ltd., Inc. This hold- 
ing company is the exploiter of “Bark- 
ing Dog” cigarettes, so widely adver- 
tised in both the Schulte and United 
stores during the past winter. 

Anthony Schulte, father of the pres- 
ent David A. Schulte, opened the first 
Schulte store on the site of the present 
World building, near the entrance of 
Brooklyn Bridge in June, 1883. The 
son was admitted into a partnership 
in 1905, at which time the company 
had three stores. The business was not 
incorporated till 1909, when the com- 
pany had five stores. By 1917 gross 
earnings had grown to $2,737,551 and 
net had reached $343,299. In 1919, 
when the present corporation was 
formed, sales were $5,449,477 and net 
eainings were $496,446. In 1926, only 
seven years later, net sales were $38,- 
495,320 and net earnings were $6,726,- 
910 before taxes. This remarkable ex- 
pansion has been largely from earn- 
ings, and really constitutes one of .the 
epics of American fortune bulding in 
the chain store field. 

The tobacco store chain, however, is 
only one of the assets of the Schulte 
Retail Stores. In the December 31, 
1926, balance sheet real estate and 
leaseholds were carried at $6,080,514, 
stock investments at $11,308,506 and 
mortgage investments at $4,885,741. 
Current assets were $11,424,329 and 
current liabilities were $3,146,222. 


Semi-Allied Companies 


The stock investments include some- 
thing like 321,549 shares of American 
Druggists Syndicate, recently selling 
at. about $14 a share, an unstated 
amount of Park & Tilford stock, some 
Dunhill International, some Continen- 
tal Tobacco, some Philip Morris Con- 
solidated, a large part of Huylers, and 
the controlling interest in a cigar 
manufacturing company which sells 
practically its entire output to the 
parent company. Park & Tilford owns 
the stock in Vivaudou formerly held by 
the Vivaudou family and the control- 
ling interest in A. Overholt & Com- 
pany, the distilling corporation for- 
merly owned by the Mellon family. A. 
Overholt & Company owns one of the 
country’s most important reserves of 
pre-war medicinal whiskey. 

It is worth while to note that prac- 


David A. Schulte 


tically every one of the corporations in 
which Schulte is interested is doing 
better this year than in 1926. In all 
prebability its dividend income will be 
substantially larger in 1927, and this 
fact seems to justify the hope of extra 
dividends on Schulte Retail Stores, 
One of the reasons given for the high 
yield offered by Schulte common in the 
past has been that it has a lot of 
doubtful, or at least highly speculative, 
investments in affiliated companies. It 
may be answered that whatever the 
record of these companies has been in 
the past, under Schulte management 
most of them now are doing well. 
Before passing in a short discussion 
of the affiliated companies, something 
should be said of Schulte’s capitaliza- 
tion. Exclusive of real estate mort- 
gages and the bonds of real estate sub- 
sidiaries, which really are a liability of 
the real estate subsidiary and not of 
the parent company, the only charge 
ahead of the 1,116,145 shares of com- 
mon of no par value is annual divi- 
dend requirements of $745,000 on 94,- 
250 shares of $8 preferred stock (call- 
able at 120), which stock was issued, 
for the most part, as dividends on 
Schulte common. This prior charge is 
equal to only a little more than 2 cents 
on each dollar of sales in 1926. Thus, 
all profits after about 2 cents has been 
earned on each dollar of sales, and all 
dividend income from subsidiaries and 
frcm stock investments accrues to the 
common. Incidentally, a few months 
ago it was stated that 1927 sales were 
running about 11% over 1926. 


AM. DRUGGISTS Twenty-two years 
SYNDICATE ago C. H. God- 

dard mailed invi- 
tations to a long list of druggists to 
become stockholders in a drug mantu- 
facturing and distributing enterprise 
of a semi-cooperative nature. Many 
responded. The enterprise, howevef, 
as originally outlined, never was more 
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than an indifferent success. The drug- 
gist stockholders expected too liberal 
discounts in making their purchases, 
and complained because profits suffered 
as a result. They demanded too wide 
a diversification of business; and at 
one time the syndicate was carrying 
some 3,000 lines of merchandise and 
medicine. 

In 1925 the company began to dis- 
continue unprofitable lines .and elimi- 
nate some of its less profitable manu- 
facturing lines and plants. Financial 
results were encouraging but nothing 
to brag about. Last year Mr. Schulte 
and Schulte Retail Stores offered to 
take over the management of the com- 
pany and guarantee a 60-cent annual 
dividend on the stock in_ consideration 
of the receipt of 321,549 shares of capi- 
tal stock of $10 par value, then selling 
around $7 a share. The offer was ac- 
cepted, and Schulte took control late in 
the summer. It is the Schulte idea to 


utilize the American: Druggists Syndi- 
cate agencies, of which there are several 
thousand, to push the products of Park 
& Tilford, Huylers, Vivaudou and other 
Schulte properties. 

That a good measure of success has 


been attained is witnessed by earnings 


As a family owned high 
grade grocery organiza- 
tion in the days before 
the chain store and prohibition, Park & 
Tilford was a big earner and a house- 
hold word in fashionable New York 
City districts. Changed conditions 
during and after the war brought on a 
series of annual operating deficits, and 
when Schulte acquired control in 1922, 
the company seemed only a shadow of 
its former self. Under Schulte man- 
agement, it has staged a slow recovery 
until now it is a prosperous venture 
and possibly is not far from dividends. 
- There are 200,000 shares of stock 
outstanding preceded by a funded debt 
of about $2,600,000. The company op- 
erates two wholesale and retail grocery 
stores in New York City, makes the 
well known Park & Tilford candies and 
packs special grocery brands, and 
through A. Overholt & Company, con- 
trols one of the country’s largest 
stocks of medicinal whiskey. It earned 
20 cents a share in the first quarter 
compared with 48 cents in the first 
quarter of 1926. Net last year was 
$2.67 a share compared with $2.38 a 
share in 1925. At the end of the year 
current assets were $3,122,846 against 


PARK & 
TILFORD 


tion of the Djer-Kiss and Melba lines 
and the old Mavis lines has been more 
advantageously exploited. More re- 
cently the distributive system has been 
extended through the cooperation of 
American Druggists Syndicate. The 
Vivaudou business, however, does not 
enjoy a seasoned prosperity. As re- 
cently as 1924 operations were at a 
loss and in 1925 the company earned 
only $1.81 a share. Net profits of 
$1.25 a share in the first quarter com- 
pared with $1.17 a share in the first 
three months of 1925 indicate that in 
1927 net will be larger than in 1926 
whent $3.37 a share was earned. 

The $3 dividend rate probably is be- 
ing covered by a margin of about 50%, 
and at the end of 1926 current assets 
were $2,285,022 against $751,340 cur- 
rent liabilities. Cash holdings are com- 
fortable and there is no bank debt. 

Capitalization consists of 16,660 
shares of $7 cumulative preferred, con- 
vertible into common on the basis of 
three common for one preferred, and 
358,020 shares of common. The com- 
mon seems to enjoy a great deal better 
market sponsorship than formerly, be- 
having better partly because the float- 
ing supply is smaller. 















































ole of 24 cents a share in the first quar- $622,381 current liabilities. As the 9% yield suggests, there are 
' all ter of 1927 and by the decision to pay The strength in the stock lately may many uncertainties in the situation; 
1 be dividends at the rate of 80 cents per have been due partly to speculative im- but the corporation’s progress under 
this annum instead of the minimum of 60 agination regarding the subsidiary’s Schulte management has been con- 
xt cents, guaranteed for a term of ten liquor stocks, but the issue also was _ sistent and its recent record is most 
me years. There is talk of an extra divi- helped along a good deal by the ad- encouraging. Park & Tilford received 
high dend at the end of the year, bringing vance im Vivaudou in which it has a only two quarterly dividends from its 
the total payments for 1927 to $1 a share, big stock interest. Floating supply Vivaudou stock last year, so its income 
. of and it has been anticipated in some seems to be small. On recessions it from this investment in 1927 should be 
ive quarters that a higher regular rate should prove a fair speculation. doubled. 
It might be in force in 1927. 
the While the advance in this stock from 
Jk around 7 at the time Schulte took con- V. VIVAUDOU, While Park & Til- SCHULTE’S An examination of 
sent trol already has discounted a great deal INC. ford, by itself, OUTLOOK these strings to 
and it hardly seems a conservative pur- does not control Schulte Retail 
sign chase at current prices, the company Vivaudou, it is believed that : the Stores now encourages one to’ feel that 
ing promises to be an excellent investment Schulte family holds enough additional the company’s potentialities have been 
ish. for Schulte Retail Stores and to achieve stock to control the company’s desti- notably augmented by the late expan- 
we its object in increasing the distribution nies. At any rate, Schulte interests now sion; and that Schulte common stock 
# of allied companies. There are a million are very much in'the saddle, and the is behind the market. As a business 
of shares of stock outstanding. At the company has made decided progress in man’s speculation it has a very definite 
of end of last year current assets were building up earning power sincé they appeal. In a few years investors who 
ree $2,125,722 against $127,108 current have been dominant. Trade position fail to buy it may be scoffing at their 
m « liabilities. has been augmented through the addi- own doubts. 
ivi- 
)4,- 
all- 
ed, THE “SCHULTE” STOCKS 
s ; Ann'l Approx. | Ann’! Approx. 
Recent Divi- Yield Divi- Yield 
nts Price dend % dend % 
us, 
uf Schulte Retail Stores........ 53 $3.50 6.6 | Park & Tilford Nil Nil 
all Yield high for a seasoned merchandising issue Recent strength partly inspired by purely specu- 
nd with well protected dividend which may be sup- lative considerations. Operating progress thus 
i: plemented by extras. Attractive. far encouraging. 
te Schulte Retail Stores, pfd.....120 $8.00 6.6 | Vivaudou ................ 32 $3.00 9.1 
Redeemable at 120, and probably could be re- Seems to be gaining stability under Schulte man- 
ts funded into a lower dividend preferred or a 5% or agement, but new prosperity is not seasoned. 
d- 5%% debenture issue. This explains high yield. 
‘a American Druggists Syndicate 14 $0.80 5.7 Vivaudou, Pfd.............106 $7.00 6.6 
u- Sharp advance has discounted most of the re- Chiefly attractive through convertible feature by 
se remarkable operating progress registered since which one share may be exchanged for three 
iy Schulte took control. Speculative. common. Callable at 110. 
Tr, 
fe en ——— a 
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Great Western Sugar Company 





Anomalies in Status of Largest 
Beet Sugar Producer 


Action of Stock Shows That Holders Are Paying Little 


Smaller Earnings and 


Attention to Last Year’s 


Less Favorable Financial Situation—The Explanation 


By MASON MILLER 





HE ability of 





Great Western 

Sugar common 
stock to maintain its 
general market posi- 
tion well in excess of 
$100 a share in face 
of a decided drop in 
earnings reported for 
the fiscal year ended 
February 28, not to 
mention a balance 
sheet as of that date 
on the surface far 
less favorable than 
the one appearing a 
year earlier, might 
indeed seem surpris- 
ing to investors unfamiliar with aed 
tions under which a sugar producer of 
this character has to operate. 

Judging by the action of the market, 
stockholders have shown little if any 
inclination towards uneasiness over a 
decline in earnings from $8.95 to $3.86 
per share of common stock, a figure 
less than half the regular annual divi- 
dend requirement of $8, or a loss of 
approximately 15.5 millions in cash 
and marketable securities, accompanied 
by a new item of notes payable 
amounting to over 10 millions. As if 
to add to the somewhat novel features 
of the situation, the company took oc- 
casion at this juncture to announce a 
contemplated three-for-one split-up 
which is to entail the substitution of 
1.8 million shares of no par value for 
the 600,000 shares of $25 par value 
now outstanding. Inasmuch as such re- 
capitalizations most frequently occur 
when earning power is at or near its 
peak for a given period, it may be in- 
ferred from this action that the man- 
agement feels a considerable degree of 
confidence in the course of events dur- 
ing the current year. 








Record Production 


The principal factor upon which this 
confidence is based was the record pro- 
duction in the fiscal year ended Feb- 
ruary 28, only a small part of which 
had been converted into cash prior to 
the expiration of the year. Total out- 
put was 9,333,285 bags of 100 pounds 
each, not only the largest in the history 
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Com. Share Earnings.$18.26 

Dividend 

Net Working 
Capital (mil.)..... 

Output (mil. bags).. 5.9 8.6 5.9 


Record of Great Western Sugar 


Years Ending February 28 
1924 1925 


$15.88 
8.00 


43.6 47.1 40.2 


1926 
$8.96 


8.00 


sugar producer in the 
United States. Al- 
though in operation 
since 1905, it is only 
during the last four 
years that the busi- 
ness has been in the 
limelight as far as 
the investing public is 
concerned. 

The necessity for 
additional funds to 
rehabilitate its finan- 
ces, impaired by the 
violent post-war de- 
flation in the sugar 








of the company, but over 57% in ex- 
cess of that of 1925-1926. It has been 
unofficially reported that half the 
carry-over of 7 million bags is already 
marketed at a profit equivalent to more 
than $11 a share on an annual basis, 
and if the sugar market displays a 
firmer tendency in the months to come, 
there is a very fair chance that this 
figure will be exceeded by a consider- 


able margin, and be more in line with, 


the results achieved in 1924 and 1925 


when $18.26 and $15.88 per share re- 


spectively was earned. 

Except for the influence exerted by 
low cost production and capable man- 
agement, earnings from year to year 
are regulated by the status of the 
sugar market and the extent of the out- 
put, the latter being largely determined 
by the size of the beet crop. Profits 
are inevitably subject to wide fluctua- 
tions owing to the great irregularity 
in both of these factors, the low sugar 
prices prevailing during the marketing 
season last year being mainly re- 
sponsible for the relatively poor show- 
ing. Improvement in the later months 
of 1926 following the restriction placed 
on Cuban production arrived a little 
late for the purposes of this company. 
The fact that there was a large carry- 
over, therefore, although temporarily 
impairing the financial position, should 
be of material benefit in the long run 
in that it will enable the bulk of last 
year’s record output to be marketed un- 
der somewhat more favorable conditions 
than existed at that time. 

Great Western is the largest beet 


industry, compelled 
the American Sugar 
Refining Co. to dispose of its large 
stock holdings in Great Western Sugar, 
an investment which for many years 
had been a source of prolific outside 
income, and the subsequent transfer of 
these holdings to public ownership was 
accompanied by a listing of the shares 
and initial publicity regarding the af- 
fairs of the company. 

Although profits have varied, the en- 
terprise has on the average been highly 
prosperous. Preferred dividends at the 
full 7% rate were paid without inter- 
ruption since organization, and with 
the exception of 1922, common divi- 
dends have been continuous since 1910. 
150,000 shares of 7% cumulative non- 
callable preferred and 600,000 shares 
of common, $25 par value, constitute 
the entire capitalization. The impend- 
ing split-up into 1.8 million shares of 
no-par stock is the second recapitaliza- 
tion of this character, the original $100 
par stock having been split up four 
shares for one in 1922. A 42% stock 
dividend was disbursed in 1916, and in 
the following four years there were 
extra cash payments aggregating 
150%. 


Tariff Effects 


In appraising Great Western Sugar, 
it is, of course, necessary to take into 
account the great benefits derived from 
the tariff levied on sugar imports. It 
does not, however, appear to be a mat- 
ter of immediate importance. Reduce 
tion or abolition of the differential has 
been agitated at intervals, but the pret 
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ent administration at Washington has 
shown no disposition to make any 
alterations in this respect, and nothing 
along these lines is likely to occur for 
another two years if at all. The com- 
pany is fully cognizant of such a possi- 
bility, and in its yearly contracts with 
beet growers has inserted a clause call- 
ing for 2 reduction in the rate of pay- 
ments in the event of a lower sugar 
tariff. This clause is a bone of con- 
tention as far as the Nebraska beet 
growers’ association is concerned. The 
company purchases its beets from 
growers in Colorado, Wyoming, Mon- 
tana and Nebraska on sliding scale 
contracts, the payment depending on 
the extent of beet production from each 
territory. Part of its success can be 
attributed to its efforts in encouraging 
large production so that its plants may 
be operated as near capacity as pos- 
sible, and to the cooperation extended 
to the farmers in increasing their yield 


per acre. Sufficient acreage has been: 


contracted for in the states other than 
Nebraska to assure normal operations 
in any event, but, according to recent 
advices, negotiations with Nebraska 
growers are now satisfactorily ad- 
justed, and, given favorable weather 
conditions, another large crop may. be 
anticipated. 


Conclusion 


Great Western’s accomplishments in 
recent years were without the aid of a 
normal sugar market, and while im- 
provement in the sugar situation is 
rather painfully slow, there is little 
question that gradual progress is defi- 
nitely under way. The accustomed ex- 
traordinarily strong financial status 
should be quickly resumed as the large 
carry-over from last year finds its way 
into the hands of consumers, the ex- 
igencies of unusual inventories being 
responsible for the temporary depletion 
of quick assets. 

Considering the great potential earn- 
ing power, Great Western Sugar com- 
mon is far from being an inflated is- 
sue, and at current levels around 118 
should in the long run prove to be a 
profitable holding. 


Correction 


On page 379 of the July 2nd issue, 
the common stock of the Great West- 
ern Sugar Corporation was listed as 
outstanding in the amount of 150,000 
shares, with an earned surplus of: 
$243.33 per share. This should have 
been listed as 600,000 shares and an 
earned surplus of $60.83 per share. 





Preferred Stock Guide 


_Bangor & Aroostook 7% cumula- 
tive preferred stock has been re- 
ng rom the Preferred Stock 
uide since this issue is now selling 

ve its call price of $110 a 
Panis * is suggested that holders 
mn this stock switch to West Penn 
= ve ant %o cumulative preferred 
ka —_ a‘ords practically the same 
— and sells well below the re- 
emption price. 
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Preferred Stock Guide 


These stocks are selected as offering best opportunities in their re- 
spective classes taking into consideration assets, earnings and finan- 
cial condition of the companies represented. 


For Income 
HIGH GRADE INVESTMENTS 


. Div. Times § 5-Yr. Price Range 
Div. Rate Earned— Redeem- —_— SH" Recent Yield 
RAILROADS $ per Share 5-Yr. Av’r'ge able High Low Price % 


Baltimore & Ohio 7.8 13 52 
Chicago & Northwestern 6.2 126 97 
Colorado & Southern Ist 8.9 00 66 

N. Y., Chicago & St. Louis.... F3.7 F106 F83 


PUBLIC UTILITIES 


Columbia Gas & Electric . N104 
North American ‘i 52 
Philadelphia Company A 51 
Public Service New Jersey i 124 


INDUSTRIALS 


American Smelting & Ref 
American Steel Foundries. 
Associated Dry Goods Ist 
Baldwin Locomotive 
Brown Shoe 

Endicott Johnson 

General Motors 

Inland Steel Co 
Studebaker Corp, 


DROSOR WORE 


0 20 yh sh co wh ~3 60 
AMAAAM IH 
Ore Aoaomawo 


2 Fle 


125 


For Income and Profit 
SOUND INVESTMENTS 


RAILROADS 


Colorado & Southern 2nd 
Kansas City Southern 
Pere Marquette Prior 
St. Louis-San Francisco 
St. Louis Southwestern 


PUBLIC UTILITIES 


Brooklyn-Manhattan Transit ... 
Continental Gas & Elec . 
Engineers Public Service 
Federal Light & Traction 
Kansas City Pr. & Lt 

Hudson & Manhattan R. R. Conv. 
West Penn Electric 

Standard Gas & Elec 


INDUSTRIALS 


American Cyanamid 
American Metal Co., Ltd 
American Sugar Refining 
Associated Dry Goods 2nd 
Bethlehem Steel Corp 
Bush Terminal Buildings 
Central Alloy Steel 
Cuban American Sugar 
Deere & Co, 

Devce & Raynolds Ist 
Genl, American Tank Car 
Gimbel Brothers 
Goodrich (B. F.) Co 
International Silver 

Reid Ice Cream 

U. 8. Cast Iron Pipe 

U. 8. Industrial Alcohol 


PHARM HA-4 
Om OO et oo Ot pe 


8 . = 
PABWOROEH A: momm—wcs 
COD DM Wim: Mm ODOD 
PPARAABABHBAA ARAMA AH 
HODDH APPAR oP A 


RAILROADS 


Chicago, Rock Island & Pac.... ‘ 105 
Gulf, Mobile & Northern p No 
Wabash “A” nt? 110 


PUBLIC UTILITIES 
Electric Power & Light 


INDUSTRIALS 


Bush Terminal Debentures 
Consolidated Cigar 

Goodyear Tire & Rubber..... 5 
International Paper 
Mid-Continent Petroleum 
Orpheum Circuit Conv 

Redio Corp. of America 

United States Rubber 

U. S. Smelt., Ref. & Mng 
Universal Pictures Ist 


110 


— 
~ 


115 
110 
8110 
115 — 
120 
110 
55 
No 
No 
110 


9 comm ee 
Qo. ASDHOURD 


: 
LAL ANBAB#AS 


OHM PNAROHwOOD 


ste: 


+ Cumulative up to 5%. F—Four years. H—Three years. T—Two years. S—One year. 
N—Price range 1926. § 1922-1926, * 
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Cutting Losses Short to 
Increase Profits 


The Demonstration of a Fundamental Principle in Stock Trading 


By ARTHUR HAZELTON 


HOVDOLE.DUSNDOLEOASOOLASOLAS USUAL AAA 


OR those who are actively engaged in speculative stock trans- 
actions, this feature should prove of absorbing interest. It repre- 
sents the actual—and unsatisfactory—tresults of a speculator and con- 
trasts with this record, the theoretic results that could have been 
achieved had the fundamental trading rule been respected. It will be 
noted, furthermore, that the actual results would have been vastly bet- 
tered in the same commitments simply by knowing what to do with the 
original transactions, once made. | 


PiMUSOOSOOLNSDOSDSRSDORTSEO DUE EE 


FFNHIS analysis is for the purpose of demonstrating 
the fundamental principle of stock trading—I am 
not now speaking of investment—that it is im- 
possible to make money in trading unless one limits 
one’s losses and lets one’s profits run. 

I have taken three points as a limit to losses and 
ten points as a limit to profits. In actual practice, 
however, if one is committed to the theory of limiting 
losses and letting profits run, the result would be more 
favorable than shown in this analysis, for in many 
cases the natural and correct inclination would be to 
take less than three point losses and greater than ten 
point profits. 


* * * * * 


In this analysis of the operations of a certain trader, 
over a period of approximately eight months all open 
trades were completed at the closing prices on April 
21st. Thus, it will be seen that in several cases less 
than ten points profits were taken and that this was 
necessary in order to make the proper study. The 
analysis shows that 42 trades made over a period of 
nine months showed actual profits of $4,626.75 and 
actual losses of $6,953.50, or a net loss of $2,326.75. 


* «+ * & * 


Had. this trading been conducted on the principle of 
three point losses and ten point profits, there would 
have been profits of $18,056.00, losses of $5,078.50, or a 
net profit of $12,977.50. 


* * * * * 


I think this study further demonstrates the fallacy 
of averaging. While it worked out successfully in the 
case of Bethlehem Steel and enabled the Ward “B” 
trades to be closed without loss, in the case of Conti- 


nental Baking it proved most disastrous. Had a 
straight three point loss been taken in both places, the 
account would have been several thousand dollars bet- 
ter off in the end. © 

I do not think it advisable in my experience to lay 
down a hard and fast rule in dealing with stocks. Each 
individual case must be decided on its individual merits, 
but I do believe it is not only advisable but absolutely 
necessary to bear the following fundamental principles 
in mind: 


1. Limit your losses and let your profits run. 


2. Never give a buy or sell order other than 
“at the market.” 


Do not attempt to average unless you are in- 
vesting and not trading. 


oe ok et Se 


These principles are nothing new as they have been 
known for many years, and will, I believe, be readily 
endorsed by any successful trader. The trouble is not 
so much that we do not know what to do, but that we 
do not do what we know we should do. 

The 42 actual trades show 27 or 64.3% which showed 
a profit, 14 or 33.3% which showed a loss, while 1 01 
2% were even. 


* * * * * 


It would appear then that there was no grievous 
error in the selection of the securities. The 42 theoreti- 
cal trades show 24 or 57.1% which made a profit, and 
18 or 42.8% which showed a loss. 

In other words, while in following the limit-loss 
theory you would have shown a larger percent of losing 
trades, the successful trades would have more than 
made up for the losing trades and enabled the trader to 
show a handsome profit at the end of the period. 
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1 y = 
= = 
Actual vs. Theoretical Results : 
: in Trading : 
2 Showing How 42 Actual Trades Resulted in a Loss of $2,326.75, Whereas They = 
z Could Have Been Made to Show a Profit of $12,977.50 3 
z Selling -——_—Actual. -——Theoretical——_, = 
= Amt. Stock Price Cost Price Amount Profit Lo Profit Loss = 
2 100 OST 10 $1012.50 *10%4 $1033.50 *$21.00 et %....0; oe = 
= 100 OST 1012.50 *101%4 1033.50 * 21.00 teases we = 

Hi = 100 NW 7607.50 11 7676.00 68.50 erica * 692.50 2 
2 100 CIA 8370.00 87% 8713.50 343.50 STNER 1000.00 = 
= 100 CIA 8520.00 87 8676.00 156.00 seca ats 1000.00 ....... - 
2 1 4665.00 463, 4656.00 ea 9.00 ae a 
= 100 WDB 3515.00 351% 3531.00 16.00 satin i vasct'e. 2 = 
= 100 WDB % 3452.50 31 3081.00 Ee! m5. i Se 3 

5 = 100 CIA 9095.00 193%, 7951.00 ‘Jaded 1144.00 dikes. a 

5 = 5217.50 41% 4756.00 ee 461.50 ‘alike, : 
= 100 CIA 8745.00 79, 7901.00 aithitis 844.00 Savsssacr SOAS = 
na Sere 6457.50 66%, 6653.50 186.00 WRITE 1000.00 = 
= 100 CIA 8420.00 80% 7988.50 deen 431.50 és 2 
E 10 0ST ....... 907.50 *10% 1033.50 *126.00 es * 126.00 a 
= 5067.50 46% 4631.00 vee 436.50 ase) : 
= 882.50 *10% 1033.50 *151.00 sar * 157.00 

, z 3715.00 37% 3768.50 53.50 ieee 1000.00 ....... : 
= 100 WDB 2665.00 29 2881.00 216.00 wis sven. 

, = So sTU 2515.00 48, 2415.50 ee 99.50 Sia, Te = 

r = vy MPR 3452.50 35% 3550.00 97.50 ie: * 736.00 

- z 2126.25 43 2140.50 14.25 sppieac * 491.25 ; 

: = 7970.00 80% 8063.50 93.50 ere 1000.00 ....... = 

h S 4215.00 39% 3946.00 0. agen ee 

3, = 2796.25 581, 2902.75 106.50 ETE re 

‘ = 6092.50 4681.00 is *1411.50 -oamena. SO 3 
= 3902.50 42% 4218.50 316.00 ae 1000.00 = 
= 4065.00 39 3881.00 chil 184.09 * 335.00 = 
= 100 OST ....... 820.00 996.00 180.00 ater * 217.50 = 
2 ly. TAX... 3227.50 34 3381.00 153.50 cha 1000.00 = 
= 100 Y. TAX ... 31% CS 3165.00 34 3381.00 216.00 ELIS 1000.00 I 
= 101K ......... 40% 4065.00 41 4081.00 16.00 Sar 1000.00 a 
= 100 WA 4890.00 52% 5203.50 313.50 ET 1000.00... a 
= 200 TCN 915.00 45, 927.00 10.00 airy veseeee  *130.00 ce 

= 10K .... 4290.00 42% 4231.00 ae 59.00 1000.00 ....... = 

= 100 FN 112% — 11275.00 117 11700.00 425.00 edule * 450.00 .......Note 4. = 

2 10x 160% 16112.50 169% 16021.00 exh 91.00 1000.00 .......Note 5 a 
= 100 WHI 50% 5105.00 47%, 4168.50 it 336.50 wesseee 319.00 Note 6 & 

| = 100 BOV ....... 28% CS 2865.00 3234 3256.00 391.00 ee WORE. 8. cues = 

| = 100 BOV ....... 28% CS 2852.50 32% 3218.50 366.00 ss WOE cicdes = 
= 100 1K CS 5292.50 42% 4218.50 eee 1074.00 vesseee 319,00 = 
E 200 IK 10435.00 54 10762.50 327.50 s names = 
| E 290 OST 2075.00 11% 2317.00 242.00 Sra = 
E Total $4626.75 $6953.50 $18,056.00 $5078.50 = 
| E Net loss $2326.75 Net gain $12,977.50 

*If closed out at closing prices 4/21/27, Note 4—Also ‘“‘rights’’ and cash dividends, 

Z vance hl aaa Bog Facade gg nge~ ae a on the ad- ae 5—Losses in CIA and WHI made him timid. 

ig ote 6—Showing fallacy of trying to average first 100 shares of 


Note 2—Where averaging was successful—but only ‘‘proves the rule.’’ WHI bought at 60%, 
Note 8—Stock and cash dividends made up apparent actual loss. 8S—Shert sale. CS—Cover shorts. 
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The Magic of Compound Interest 


s1F a man has $100 invested at 5 per cent 

and merely accumulates the interest re- 

ceived without reinvesting the income, 

it will take him twenty years for his 

money to double itself. If, however, the 

same investor reinvests the income as it 

becomes payable, the original- investment will be 

doubled in 14 years. This is the magic of com- 
pound interest. 

Sometimes small investors are tempted to stray 
from the straight and narrow path of conservative 
investment, because they are awed by the period 
of time that it takes for their money to double 
itself safely. But the difference in the factor of 
safety available in invest- 
ments that pay 6 per cent 
and “speculations” that 
pay as high as 10 per 
cent, is very frequently 
the difference between in- 
vestment success and in- 
vestment failure. There 
is another way to cut 
down the lapse of time 
when money will double 
itself witheut departing 
from the path of safety. 
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3 per cent—23 years 
4 per cent—17)4 years 
5 per cent—l4 years 
6 per cent—114 years 
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How Long It Takes a Dollar to Double 
Itself at Compound Interest 


TESS STR RS SRT SSS SE SSNS SRE C BERET 


This is the very practical method of constantly re- 
investing the income. In the accompanying table, 
the length of time for a dollar to double itself at 
interest rates of from 3 to 10 per cent through 
compound interest, discloses another very inter- 
esting characteristic of compound interest, to wit., 
that in the higher percentages, the reduction in the 
number of years is considerably less than in the 
lower percentages. As an illustration, suppose 
that an investor has $100 invested at 3 per cent 
interest compounded semi-annually. This will 
double itself in 23 years. Should he reinvest the 
$100 in another medium at 5 per cent compound 
interest, it will reduce the number of years to 
double the fund to 14—« 
reduction of nine years. 
And for all practical pur- 
poses he is still within the 
bounds of safe _ invest- 
ment. But should he then 
place the fund in a 7 per 
cent medium, he reduces 
the length of time by only 
four years, and by doing 
so might very likely be 
overstepping the border- 
line of safe investment. 
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7 per cent—10 years 
8 per cent—8% years 
9 per cent—7% years 
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Number Two 


“With Absolute Safety” 


The Second in the Series of “Talks” in Which the 
Small Investor Is Cautioned to Take Representations 
Concerning Absolute Safety with a Grain of Salt 


O say merely that no security of 
T any kind—stock or bond—offers 

the prospective investor absolute 
safety would seem to be dismissing an 
important subject lightly. For, in spite 
of the fact that the expression is tossed 
around With utter lack of respect by 
both investors and dealers in securities, 
absolute safety should have a real util- 
ity to investor in weighing investment 
values. 

Those who delight in splitting hairs, 
find it easy to prove that absolute 
safety means nothing. Admittedly, the 
safest investment security in the world 
js the formal promise 


By STEPHEN VALIANT 


classes of commercial paper are consid- 
ered by the unanimous. judgment of in- 
vestors to be the safest investment me- 
diums available and they yield an in- 
come to the date of maturity of 34% 
and 34%2% respectively. Whether abso- 
lute or not, these investments offer the 
highest safety obtainable and the rate 
of interest establishes a foundation 
upon which the whole structure of in- 
vestment securities is built. 

Using the rate of income obtainable 
from the safest class of investments 
as a yardstick to measure value, bond 
men consider the rate of 34%% as the 


“pure investment” return prevailing at 
the present time. If a bond yields 5%, 
the income, theoretically at least, rep- 
resents two factors: first, 3%% pure 
investment return that funds can earn 
without risk, and second, an additional 
return of 142% to compensate the in- 
vestor for the uncertainties concerning 
the ability of the borrower to meet the 
stipulated terms in the future or the 
market value which the holder might 
be able to obtain for his certificate if 
sold before maturity. . Likewise an in- 
vestment that pays 7%, returns an in- 
come that is half pure investment re- 
turn and half compen- 
sation for the risk in- 





of the United States 
Government to pay 


ITEMIZING A 52% BOND YIELD 


volved in the invest- 





specified terms for the 


ment. 





Joan of investors’ funds - 
for a definite period of 
time, or in other words, 
Liberty Bonds and 
Treasury Bonds. Still, 
argue the quibblers, 
Liberty Bonds were 
sold at a loss by thou- 
sands of investors a few 
years ago and there- 
fore the degree of safe- 
ty represented was not 
absolute-—a term by the 
way which the diction- 
ary described as mean- 
ing “unrestricted, un- 
qualified and uncondi- 
tional.” 

While interesting 
drawing :oom conver- 
sation, »erhaps, to col- 
lege professors and lin- 
guists, «11 this is far 
from ti: point in as 
much 2s the practical 
value of a much used 
Wall Street phrase is 
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This portion of 
the income 
theoretically 
offsets the 
fisk involved 


This fundamental in- 
vestment theory pre- 
vails, of course, only 
in the case of a secur- 
ity, which has a fixed 
rate of income and has 
no extra attractions to 
tempt the buyer. Most 
stocks must be elimi- 
nated from this method 








fe) 








This portion of 
the noone 
. theoretica 
A, represents the 
“pure investment 
return. * 


of weighing investment 
value, because they 
have the extra attrac- 
tion of potential profits 
through market appre- 
ciation should the cor- 
poration of issue be- 
ly come more prosperous 
or pay out a larger 
amount of its earnings. 
Some bonds must also 
be eliminated because 
they have the extra at- 
traction of a convertible 
privilege, a stock pur- 
chase warrant or some 
other inducement, ac- 











concerned. Liberty 
Bonds and certain 
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How A Cut in Salary Put 
Money in My Pocket 


An Interesting Experiment in Household Man- 
agement That Produced This Strange Paradox 


Five years ago a 
friend of mine had 
his salary cut from $7,000 to $3,000 a 
year. When I saw him last week, for 
the first time since the cut, I was sur- 
‘prised that he did not look a defeated 
and broken man. Instead, he showed 
every sign of contentment and pros- 
perity. He seemed well dressed, healthy 
and happy, and drove me off to his home 
in a good-looking closed car. Later in 
the evening he told me 
this remarkable story of 
how a severe cut in salary 
actually put money in his 
pocket, 


FOREWORD 


be ED,” he said, “I 
want to tell you 
how that crash — 

that cut in my salary—ac- 
tually put me on my feet. 
I save money now on 
$3,000 a year when I went 
in the hole on $7,000. And 
I tell you it would have 
been easier for the Bibli- 
cal camel to go through 
the famous needle’s eye 
than for me te have saved 
or retrenched when I was 
getting $7,000 a year! We 
lived up to every cent of 
it, and then some, and ex- 
penses were continually 
increasing. I was at my 
wit’s end, harassed and 
unhappy. 

“Then, to make matters 
worse, the X — Company 
failed and I lost my job. 
It was an awful jolt, but 
I had three months to get 
another one, and at first I 
thought this would be 
easy. But it wasn’t. The ~ 
time was almost up and 
all that I had found available was 
clerical work at $1,800 or less. I grew 
panicky, desperate. The whole family, 
naturally, were scared nearly out of 
their senses—and a good thing too, for 
all of us, for the shock helped us to 
readjust ourselves, gave us a new per- 
spective on income and the value of 
money. At the last minute, when I’d 
given up hope of ever getting anything 
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At $7,000 a year 


Clothes 
Laundry 


Carfare 


*Both reduced 
**This is too hig 


As Related to E. M. L. 


like a living wage, I landed this job at 
$3,000 a year, and I thought myself 
blamed lucky to get it! 

“Crushed and bewildered, I started 
in on the new job, plunged into new 
work, among a new class of men. While 
still nominally a “boss” I was thrown 
into personal contact with a lot of office 
men and salesmen, many of whom re- 
ceived much less than I. Yet amazing- 
ly, they were cheerful, nicely dressed, 
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The Budget That Tells the Story 


At $3,000 a year 


(See 


Goes to clothes 
3d year. 


Other help 
Doctor 

Dentist 

Music Lessons 
Charity 
Outings 
Entertaining 


and . (Saved out of 
~~ 4 some other 
| item or earned. 


°It was cheaper to commute than drive the car to business regularly. 
occasional lifts and getting home to lunch. 


a@s an average year. 


7 


getting along, somehow, and more than 
one owned a house and a car— both 
luxuries I had never been able to af- 
ford. I wondered how on earth they 
raised families on so little. 

“The thing that caused me the most 
concern just then was a house to live 
in. We had to get out of our house as 
it was too expensive—twelve hundred 
dollars a year; out of the question then. 


We wanted to get away, anyway, far 
_away from friends and neighbors who 
had known us in our better times. I 
had given notice that I was quitting, 
but had not yet found another house. 
I hated to put my family in a dark, 
airless block, and other houses renting 
for a suitable price, either were in un- 
pleasant neighborhoods or had some 
other very undesirable features. What 
to do? Then one day a salesman said: 
“Say, Mack, why don’t 
you try Freeburg if you 
don’t mind living in a 
small town? I wouldn't 
leave the city myself, but 
Freeburg’s a nice looking 
place, only ten miles out. 
There’s excellent train 
service and fair trolley 
service into town. I hear 
living is cheap there.’ 
“Did we mind living in 
a small place? Well, I 
guess not! We’d be only 
too glad to crawl away 
and hide. We came here 
to Freeburg, and liked it 
for several reasons. We 
discovered a house for 
rent at forty-five dollarsa 
month. Compare twelve 
hundred a year with five 
hundred, forty! I bor- 
rowed on my insurance to 
clear up some old bills and 
to pay moving expenses, 
and we moved out. This 
house is a little old- 
fashioned, but in essen- 
tials it is very similar to 
our city one, only better, 
better built, roomier and 
more homey. It hasn't 
stationary wash tubs and 
hardwood floors, but it 
has every other conven 
ence and a good 8 
yard besides. Then, too, forty-five dol- 
lars is considered ‘big’ rent for this 
town, consequently, we are in the best 
residential section, on a wide pleasant 
street, lined with beautiful old shade 
trees. The neighbors about us are 0 
fine, old families, unpretentious, but 
well bred and dignified. : 
“One disadvantage of living in % 
small town I will confess; the sch 
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are usually only fair. The principal 
trouble is the continual changing of 
teachers. The town can only afford 
small salaries, so that the good teach- 
ers come to us young, and after wear- 
ing off their rough edges on us, pass 
on to better positions elsewhere. But 
we compensate by helping the young- 
sters a little at home. 

“Then there is the question of help. 
In the city we had to employ a maid at 
about sixty dollars a month, and a 
woman for a day or so a week at from 
three and a half to four dollars a day. 
My laundry cost a couple of dollars a 
week extra. Here we have no maid. It 
is considered no disgrace to be seen 
sweeping off one’s own sidewalk or 
porch, or doing housework. We have a 
woman in just one day a week, at two 
dollars a day, to do the heavy work. 
At their request I got the folks an elec- 
tric washer the first year we were here, 
and the second year an electric ironer 
—a further economy of time, strength, 
money, and clothes. 

“And speaking of clothes, for two 
years, nearly three, in fact, clothes cost 
us very little—only an odd hat or 
shoes. We had a liberal supply when 
we moved out here, all new to the peo- 
ple here, and we made most of them 
do. Through necessity, the ladies de- 
veloped talents in making up and over. 

“Here the children are not tempted 
so much to spend by having attrac- 
tions thrust upon them. They are 
separated from their old extravagant 
companions and now have friends who 
expect and demand less. They enjoy 
simple wholesome pleasures, such as 
tennis and other sports. The younger 
girl and the boy have shown a bent for 
business. They earn and bank various 
sums through doing odd jobs and sell- 
ing things. And there is no odium at- 
tached to it here. The boy is particu- 
larly good at it. They are now raising 
a few pure bred chickens for commer- 
cial purposes. They keep the table 
supplied with eggs. 
They also have 
many pets, a privi- 
lege heretofore de- 
nied them. 

“But our great- 
est saving has been 
in the buying of 
food. No. I don’t 
keep up my own 
garden. I never 
did like tilling the 
soil. We are in 
the centre of a 


ama 


for JULY 80, 1927 


rich agricultural district and the farm- 
ers simply overwhelm us with truck- 
loads of fresh vegetables and fruits at 
astonishingly low prices. We eat all 
we want and, as is the custom here, 
we can immense quantities for winter 
use. Imagine buying crisp, juicy, yel- 
low wax beans, or tender green ones, 
at a dollar and a half a bushel! Last 
year being a good fruit year, we 
bought all the Bartlett pears we 
wanted at a dollar a bushel, and lus- 
cious peaches at nearly the same price. 
All hands turned in and peeled and 
peeled intensively for a few days. Boy, 
but all that stuff tasted gocd in the 
winter! And apples—having a car, we 
profited by a surplus last year. In 
orchards a few miles out we picked all 
we wanted “from the ground, or from 
slightly picked over trees, for fifteen 
and twenty cents a bushel! Good ap- 
ples, too. 

“Another thing, we buy no more out- 
of-season food such as strawberries at 
Christmas. We use everything as it 
comes in season, when it is cheapest 
and tastes best. Also in March and 
April we use dandelion greens, as the 
people do about here, and they cost us 
nothing. A little later we consume 
quantities of water cress and poke—a 
new one for us—which, like the dande- 
lion, is delicious when prepared prop- 
erly, and can be had for the picking. 
We use a lot of cabbage—even put it 
down in buried barrels for the winter 
—and all sorts of green stuff. Meats 
are low here too. We do not despise 
such things as tender beef liver at 
twenty cents a pound. 

“In the city my wife paid one hun- 
dred dollars a year for club dues. Here 
the woman’s club costs two dollars and 
a half a year and there are some fine 
intelligent women in it, too. 

“Even music lessons are cheaper 
here. A talented young married 
woman, a graduate of a conservatory, 
teaches two of our children for seventy 
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cents a lesson. In town I paid three 
dollars for no better instruction. 

“Was it surprising that at the end 
of the first year I found myself about 
five hundred dollars ahead of the 
game? Actually! Along in the second 
year I ran across a bargain in a used 
car, and now that we could afford it— 
that I had cash money—I bought it. 
Yes, a car costs money for upkeep; I 
judge ours runs us about twelve dol- 
lars a month. But we take very good 
care of it, making many repairs our- 
selves, which saves expensive replace- 
ments. This year I happened on an- 
other bargain in a used car—not much 
used—a fine one, so I bought my pres- 
ent car, selling the old. After the first 
two years that we were here, when we 
were paying for the washer and ironer, 
we allowed a like sum for clothes, the 
car and other extras. 

“IT have increased my insurance 
premiums from three hundred dollars 
a year to four hundred and I shall 
soon add: a hundred or two more, for 
I have seen the danger of not protect- 
ing my family. 

“One item of expense that has been 
cut down is so-called charity. When 
I was supposed to be well off I was 
compelled to subscribe to all sorts of 
things, just to save my face, many of 
them not worthy. It was ‘take a ticket 
for this and a ticket for that’ and so 
on, frequently most annoying. Now I 
am poor, and I am known to be poor, 
and I escape almost all soliciting. I 
give what I can, about two hundred a 
year (more in proportion than before), 
and I give cheerfully, from choice. We 
spend nothing whatever now for pre~ 
tense, style, or to support any particu-~ 
lar position in the community —the 
cause of most of our old trouble. 

“But don’t think for a minute that 
low prices alone can account for our 
success. We had to have a watch dog— 
a budget. When we first moved here 
my wife and I discussed various ways 

of raising more 
money. We consid~ 
ered the advisabil- 
ity of taking in 
roomers or board- 
ers to help fill our, 
pocketbook; but 
we could not bring 
ourselves to it; we 
both happen to val- 
ue the privacy of 
our home too much, 
(Please turn to 
page 646) 
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Insurance 


Building Bour Future Income 


Insurance 


Buying Insurance at Wholesale 


The “Salary Savings 


Plan”—A Modification of the Group 


Insurance Idea That Stimulates Thrift Among Employees 
By FLORENCE PROVOST CLARENDON 


FAVORITE maxim of the thrifty 

Scot is: “Meny a mickle maks a 

muckle.” It points to the com- 
mendable habit of saving a little, and 
very often, of attaining a sizable sum. 
This proverb is not only frequently 
quoted, but it is very generally observed 
in Scottish homes, where many a small 
sum—often but a few pence at a time— 
is scrupulously set aside by the wage 
earner of modest income to help “mak 
a muckle.” 

Such small savings are prone to be 
disdained in our own country, where 
the average workman’s wage and the 
usual clerical salary are on a much 
higher scale than obtains in most—in- 
deed all—European countries. The 
larger income encourages freer spend- 
ing; seldom greater saving. But some- 
times when the baby’s bank is taken 
apart, or the china pig container is 
smashed to count the coins, the older, 
as well as the younger members, of the 
family are surprised to see the sum 
that has been accumulated by saving 
“a mickle” at a time. 

The advantage of putting aside small 
sums at regular intervals is well dem- 
onstrated in the Salary Savings Plan, 
a recent plan under which groups of 
employees may obtain life insurance 


THE FIRST $500 


deposits of regular savings, to yiel 
Shares of well managed 
are recommended on the monthly 


the investor and yields a return of 


THE NEXT $1,000 


*Commonwealth Power 6s, 1947 
ee os a eo > ref. 6s, 1955. 
TN. Y. Steam Corp, 6s 
Leecteun Pacific Ist 5s, a 
* Available in $100 units. 
% New recommendation. 
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Savings bank accounts are seceneeyent for 


payment 
Endowment Insurance is a oe medium for 


*Laclede Gas Light Ist and ref. 5%s, 1953 


Tt Available in $500 units. 


and. pay the premiums in a way which 
is peculiarly suited to the man of lim- 
ited means. 

Under the Salary Savings Plan, the 
employees can obtain the protection of 


attention, if and when they occur. 
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Price Maturity 
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Seaboard Air Line 


ment in principal, 





$5,000 FOR INVESTMENT 


pond R. > Ist ~ 3 1952 
American Sugar ‘ 
4 to 44% U. 8. Rubber Ist 5s, 1947 
West Penn Electric $7 Pfd 
U. 8. Smelting & Ref. $3% P. 
American Water Works. & El. a. Pfd 


Nassau Electric 4s, 1951 
Western Maryland Ist 4s, 1952 
Brooklyn-Man, Tr. 
International Paper $7 Pfd 
American Tel. & Tel. common ($9.) 


(a) This group is selected with a view toward probable enhance- 


life insurance on any of the standard 
forms, and they can pay for it without 
strain, because each month the employer 
wil! simply deduct from the employee’s 
wages a proportionate part of the neces- 
sary annual payment. The plan is 
simple, fits in easily with the other 
expenses of the insured, and does not 
interfere with his regular family budg- 
et. For instance, if an employee were 
carrying a policy of, say, $2,500, with 

- an annual premium of $60, the monthly 
deduction from his salary under the 
Salary Savings Plan would be but $5 
—less than he probably spends in 
“smokes” during the same time. Yet a 
lump sum of $60 paid out of his salary 
at one time might make an appreciable 
dent in the family funds. This monthly 
payment, systematically deducted from 
the salary, is the value of the plan. 
Details of the premium payments are 
recorded and the work is undertaken 
by the employer, who sends to the in- 
surance company each month a check 
for the total monthly premiums of the 
employees. 

The Salary Savings Plan must not 
be confused with Group Insurance un- 
der which groups of fifty or more em- 
ployees receive coverage, the cost of 
which is partly, sometimes entirely, 
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BYFI Makes a Suggestion 


to the Inexperienced Investor 


These investment recommendations are now a regular feature 
for the guidance of BYFI readers. With the original selection 
of each issue, safety of principal has been a foremost con 
sideration. Each issue is watched 
replaced at any time that it may become unfit for retention. 
Such changes will, of course, be brought to the reader’s 


continuously and will be 
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carried by the employer. Under Group 
Insurance a “Master Policy” is issued 
by the insuring company to the em- 
ployer, while certificates containing 
briefly the terms of the insurance are 
issued to each of the insured employees. 
Group Insurance is almost invariably 
written on the One Year Renewable 
Term plan which supposes an annual 
increase in premium, and in practice 
involves a periodic adjustment. 

Under the Salary Savings Plan the 
employee may choose the type of policy 
he considers best fitted to his individual 
needs and income: Ordinary Life, Lim- 
ited Payment Life, Endowment, or 
Term insurance. He pays for the pro- 
tection himself, by monthly. deductions 
from his salary. The policy is handed 
to the employee for his own safekeep- 
ing, and he can withdraw from the 
monthly savings plan at any time he 
wishes, without being obligated to em- 
ployer or insuring company. If after 
withdrawal, he decides to continue the 
policy by individual payment, he can 
do so, by making such payment directly 
to the insurance company. 

Another attractive feature of the 
Salary Savings Plan is that when this 
method of life insurance protection is 
adopted by a group of employees, the 
company taking the risk frequently 
places the coverage without medical 
examination, except in the case of em- 
ployees above age 50 or age 55. Meth- 
ods vary somewhat in the companies 
offering coverage to groups under the 
Salary Savings Plan, but the main 
principle is the same in each—“saving 
a mickle to mak a muckle.” To some 
people the avoidance of medical exami- 
nation makes no appeal, for they ap- 
preciate the advantage of checking up 
their physical condition from time to 
time. 

The proceeds of the insurance may 
be paid either in a lump sum, or as in- 
come over a stated period of years, as 
elected by the insured when applying 
for the policy. % 

One “Old Line” company which fea- 
tures the Salary Savings Plan, without 
medical examination up to age 50, offers 
an initial policy of $2,500 to each em- 
Ployee, and thereafter the insured may 
apply, without medical examination as 
before, for a new policy for as much as 
$2,500 each year prior to age 50 until 
the employee holds through the Salary 
Sevings Plan a_ total coverage of 
$10,000. 

With the inclusion of the Additional 
Accident] Death Benefit, and the Dis- 
ability Benefit, at small extra premium 
cost, this opportunity for obtaining 
family protection with premium pay- 
ine met with comfort and ease 
ho regular salary deduction is one 

~ appeals strongly to both em- 
Ployee and employer. To the employee 
i RN ©: the advantages above out- 
; to t's employer because it broad- 
(Picose turn to page 639) 
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Would YOU Use This 
Plan? 


Asks a Reader of the BYFI Editor Who 
Answers “Yes’”—But With Modifications 


66 WANT to get your opinion,” 
writes A. W. B., a regular reader 
of these columns from Massachu- 

setts and an enthusiast for building and 

loan associations, or Cooperative Banks, 
as they are called in the Bay State. 

Submitting his plan in concrete form 
as reproduced below, our correspondent 
writes: 

“What I want to know is this: is there 
any flaw in my plans? Would YOU hesi- 
tate to accumulate YOUR future in- 


come in this way which seems to me to be - 


fool-proof, worry-proof, safe, sure, sound 
and ‘gilt edge.’ I do not carry any life 
insurance as my people do not need my 
support and there is no prospect of 
marriage for a long time to come. I 
am simply devoting my energies to the 
accumulation of an old age pension. 
When I get retired by the Government 
I will have $1,000 a year extra income. 
. .. Any suggestions will be very glad- 
ly welcomed. I don’t ‘know it all’—am 
always willing to take good advice from 
men, who from experience, can tell me 
something I don’t know.” 

Mr. B. asks us a personal question. 
In answer wé state that WE DO USE 
BUILDING AND LOAN investments 
in the accumulation of OUR future in- 


come, but not along the same lines that 
our correspondent plans to make use 
of the B. & L. associations. We use it 
to accumulate savings; not for perma- 
nent investment. And it is in this re- 
spect only that we would suggest a 
modification of the plan below. 

After the twelve years of accumula- 
tion through payments on the building 
and loan shares, we would take the 
$10,000 cash value and invest it in a 
well selected group of high grade in- 
vestment bonds and preferred stock. 
With money conditions as they are to- 
day, one should be able to obtain an 
income of better than 5% and have just 
as much, if not better, security. Any- 
how, the greater diversity of the se- 
curity investments is an important fac- 
tor to consider. We think that to de- 
pend upon building and loan for both 
the accumulation of the fund and its 
permanent investment as well is placing 
a little too much of a burden on one 
investment medium. Rather spread the 
risk a little, is our suggestion, and 
avoid putting all the eggs in one basket. 
That’s how WE build our future in- 
come! And that’s how WE would re- 
invest the $28,000 accumulated at the 
end of the second twelve years also. 





A Building & Loan Thrift Plan 
Submitted by A. W. B. 





$61,600 CASH ESTATE AT AGE 70. 





and loan associations. 
Reinvest this in 


fhis plus your original 
oarry 117 shares. 
sharése 
39400. 
34.6 
as the interest will cover. 


61,600 invested at 5% 
$3,080. This amounts to 





Take out 50 shares in cooperative banks or building 
In 12 years you have $10.000. 
aideup sharés in the above 
association at 5%, yielding $500. per annum. 
This $500- will automativally carry 41 more shares. 


fake out another series of 50 shares, giving you a 
total of 91 sharés, in 12 years you have $18,200. 
0,000 gives you $28,200, 
at 5% this yields you $141.00 per annun. 


Take out another series of 50 shares, giving you 167 
These will mature in 12 more years, giving you 
Phis plus your original $28,200 gives you 
61,600 CASH ESTATE at age 70, if you start at age 33 or 
Merely keep at it, investing regularly each month, 
reinvesting the interest by taking out as many shares 


gives an annual income of 
9223 per week. 
The Government pension of $1,000 on top of this would 
give me an annual income FOR LIFE of $4,080. 


ank or 


This will 


Not at all bad. 



































The Inquiry Department enables you to 
adapt THE MAGAZINE OF WALL STREET 
to your personal problems. 
yearly subscriber, you are entitled to re- 
ceive FREE OF CHARGE a reasonable 
number of PERSONAL REPLIES BY 
MAIL OR WIRE on any security in which 
you may be interested. Inquiries cannot 
be received or answered by telephone nor 
4] can personal interviews be granted by this 
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‘SERVICE 


REMEECCCERTRCEMECAGSTESSVARSIA(SATHDU ADEE CCE RROD PP RARASERASIOCSRAUSR TSAO RDIB ARE ESI TiCeLeReS 


@ ANSWERS TO INQUIRIES @ 


SUBSCRIBERS—ATTENTION 
department. 


If you are a 


swered. 


The inquiries presented in 
each issue are only a few of the thousands 
currently received and replied to. 
use of this personal inquiry service in con- 
junction with your subscription to the 
Magazine should help you to get hundreds 
or thousands of dollars of value from your 
$7.50 subscription. 
subscribers of course cannot be an- 
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Inquiries from non- 

















BARNSDALL CORPORATION 


What do you think of the dividend situation 
-in connection with Barnsdall? I bought some 
stock last year at $24 a share and sold it a 
this year at 35. I bought it back in June at 2 
Do you think I made a mistake?—J. J. D., Kan- 
sas City. Mo. 

Barnsdall Corp. is holding company 
controlling subsidiaries engaged chiefly 
in the oil business, although they in- 
clude a number of metal and other min- 
ing enterprises. Petroleum interests 
represents a complete unit in the indus- 
try with major operations centered in 
the Mid-Continent field. Acquisition of 
the Waite Phillips Co. in 1925 brought 
Barnsdall prominently into the Seminole 
District of Oklahoma, where large flush 
production now prevails. As a result 
of operations in the year 1926 earnings 
were equal to $5.20 per share on the 
combined 1,153,656 Class A and B 
shares. A balance of 83 cents a share 
was reported in the first quarter of 
1927, followed by 75 cents in the second 
quarter. Net production averaged 23 
thousand barrels daily in the second 
quarter against 15,580 daily in the cor- 
responding period of 1926. The lower 
net reflected, of course, the unfavorable 
level of crude oil prices. Current pro- 
duction is running at the rate of 30 
thousand barrels daily, 21 thousand of 
which is in the Seminole area. An ex- 
tensive drilling campaign is at present 
being conducted in the latter field, and 
with the high current daily production 
and prospects of further increase, the 
company is storing some of its produc- 
tion. This has necessitated some bor- 
rowing from banks, but a strong treas- 
ury condition is maintained. With a 
continuation of the narrow margin of 
profit noted in the current year to date 
directors may deem it advisable to make 
some revision downward in dividend 
payments. However, while the immedi- 
ate future is uncertain, we regard the 
fundamentals underlying this company 
favorable to an extent to warrant the 
belief that if patience is employed and 


















1 Be brief. 





Are You Sure of Your Broker? 

We invite correspondence from readers desirous of ascertaining 
the status of brokers with whom they intend to do business. We 
make no charge for this service, as we recognize the importance 
of having our readers deal through reliable firms. 


Subscribers wishing to avail themselves of the privilege of the 
Inquiry Department should be guided by the following: 


2 Confine requests for an opinion to three securities. 
3 Write name and address plainly. 
























the shares held for the long pull, the 
results achieved should justify reten- 
tion. 





BURNS BROTHERS 


What is the matter with Burns Brothers? What 
do you think of the earnings for the second quar- 
ter which closed today (July 19)? Do you 
think the yong on the ‘“‘A”’ stock is in danger? 
I have a loss of $30 a share on my “A” stock 
and have been holding the issue because my 
broker tells me that it will work out all right, 
but I am dubious.—A. , Passaic, N. J. 

On a net sales volume of slightly over 
27 millions in the year ended March 31, 
1925, Burns Brothers reported earnings 
equal to $10.22 per share of Class A 
stock, followed by 29 million net sales 
in the succeeding year and earnings of 
$15.17 per Class A share. The marked 
gain in both net sales and earnings in 
the later year was largely due to a sub- 
stantial volume of exports in conse- 
quence of the British coal strike and a 
lower percentage cost per dollar of 
sales. Earnings in subsequent periods 
have shown a declining tendency, re- 
flecting a sluggish condition in the 
anthracite market and, to meet in- 
creasingly keen competitive conditions, 
prices have been reduced 50 cents to $1 
a ton. In the circumstances some revi- 
sion downward in dividend payments on 
the Class A stock seems probable. De- 


cline in earning power has been accom- 
panied by a weakening financial condi- 
tion. December 31, 1926, balance sheet 
discloses total current assets of 12.4 
millions against current liabilities of 
6.1 millions, leaving 6.3 millions net 
working capital compared with 7.6 on 
March 31, 1926. Cash declined during 
the period from 1.15 millions, to 685 
thousand, and notes and acceptances 
payable increased from 217.5 thousand 
to about 2.9 millions. While present 
prices of the class A shares represent 
considerable discount of the unfavor- 
able aspects of the situation, we do not 
regard the stock suitable to hold in- 
definitely with entire confidence. We 
would advise disposal on any bulge in 
market prices. 





LAGO OIL & TRANSPORTATION 


Please give me some advice abut Lago Oil & 
Transport. I have held the stock for about two 
years for which I paid $21 a share. Do you 
think the es ae will be able to continue its 
dividend?—L. E. S., Indianapolis, Ind. 

Lago Oil & Teamapoatinton is a hold- 
ing company owning over 99% of the 
capital stock of Lago Petroleum Corp. 
the latter controlling some 3.1 millions 
acres of oil land concessions constitut- 
ing practically the entire bed of Lake 

(Please turn to page 623) 


When Quick Service Is Required, Send Us a Prepaid 
Telegram and Instruct Us to Reply Collect 
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Only a product of exceptional merit could have altered Auburn’s balance 
sheet as it has been altered in the last three years. 


June 30, 1925 
Assets Liabilities 


CURRENT ASSETS: CURRENT LIABILITIES: 
Cash & Equivalent— 1,392,813.18 Accts. Payable (Trade) 325,632.55 
Acrd. Int. on Notes Rec. 4,301.17 Acrd. Taxes 83,943.32 
Inventories at Cost 487,788.95 Acrd. Wages, Salaries & 
1,884,903.30 Commissions 118,354.60 
Prepaid Insurance 6,598.84 Sundry Liabilities 36,640.65 
Pref. Stk. Purchased for Redemption 564,571.12 
(Par Value $25,500) 23,205.00 ee ee Inc. Taxes 50,295.32 
Investments 30,000.00 ‘apital Stock 
Land, Building and Equipment 335,491.54 0-Pref. Stock 2,930 Shares 
Goodwill 634,027.10 * Par Value $100 each 293,000.00 
2,914,225.78 Com. Stk. 30,000 Shares 
Par Value 25.00 each 750,000.00 
Surplus June 30, 1925 1,256,359.34 
2,914,225.78 





June 30, 1926 


CURRENT ASSETS: CURRENT LIABILITIES: 
Cash & Equivalent— 1,630,785.58 Acct. Payable (Trade not due) 630,213.11 
Notes & Acts. Rec. Acrd. Chgs. Wages & Comm. 75,389.29 
less Reserve. 991,561.06 Acrd. Taxes—State & Local 42,004.19 
2,622,346.64 Excess Tax Pay. (7/31/26) 17,243.69 
Acrd. Int. 7,733.33 764,850.28 
Prepaid Exp. 42,103.60 Notes Payable 700,000.00 
Inventory 1,308,812.85 Reserve-Fed. Tax-Interest, 
Investments 90,000.00 Advertising Contingencies & 
Land, Bldgs. & Equipment leet Dividends due 7-2-26 465,706.11 
Goodwill 634,027.10 Capital Stock 
5,279,965.84 67,572 Shares par Value $25.CO 1,689,300.00 
Surplus June 30, 1926 1,660,109.45 
5,279,965.84 


May 31, 1927 


CURRENT ASSETS: CURRENT LIABILITIES: 
525,136.31 Accts. Payable (Trade—not due) 878,777.44 
no of Deposit 365,000.00 ; Acrd.Wages,Salaries GComm. 28,175.76 
Time Drafts aoe _— = co , 48,929.01 
(Bankers Acceptances) 3,863.12 xcise Tax Payable (6-30-27 48,351.21 
Demand Lanas tile: vie Acrd. Int. (6% Gold Not=s) 
Exchange Collateral) 1,075,000.00 Sundry Creditors 
Drafts on Customers Dealers Deposits 
(Cars in Transit) 1,107,097.00 1,083,954.32 
3,116,096.43 Deferred Credits 3,375.00 
Notes and Accounts Receivable 1,412,915.35 Reserves—Fed. Inc. Tax 243,383.92 
Less: Reserve for Notes and Accounts 28,575.00 Dividends (Fractional Shares) 740.00 
Accrued Interest 10,114.88 3 Year 6% Gold Notes (Due Oct. 1,29) 1,100,000.00 
Prepaid Insurance 28,940.17 Capital Stock (Par Value $25.00 per ‘Share) 
Inventory 1,830,460.58 Authorized 120,000 Shares 
Land, Bldgs. & Equipment 864,384.02 Unissued 27,829 Shares 
Less: Reseeve for Depreciation 176,436.08 Outstanding 92,171 Shares 2,304,275.00 
Goodwill . 634,027.10 SURPLUS May 31, 1927 2,956,199.21 
7,691,927.45 7,691,927.45 





AUBURN AUTOMOBILE COMPANY, AUBURN, INDIANA 
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Trade Volume Improves 


Several Basic Lines Begin to Shake Off Summer Leth- 


argy as Buying Interest Increases—Prices Firm 





STEEL 











Demand Improves 


has taken a turn for the better. 
While it is true that production 
and consumption are still at a low 
point, the present demand is well sus- 
tained; and the buying, which has been 
larger than was expected at this time, 
should continue to hold up. 
Announcement of an increase in the 
unfilled tonnage of the Steel Corpora- 
tion as of June 30 came as a surprise. 
Those in close touch with the steel in- 
dustry were unanimous in predicting 
that the orders would show a decline of 
about 150,000 tons. As these predic- 
tions are usually based on the first 
half of the month or the first three 
weeks, allowance for an improvement 
was not made. Business in the last 
week of June was more active, and it 
was during this period that most of 
the gain of 2,305 tons was registered. 
The railroads have come into the 
(Please turn to page 687) 


Te situation in the steel industry 


COMMODITIES* 
(See footnotes for Grades and 
Unit of Measure) 


S8erorres 
FEZZE== 


Hogs (9) 

Steers (10) .... 
Coffee (11) 
Rubber (12) ... 
Wool (13) 
Tobacco (14) ... 
Sugar (15) .... 
Sugar (16) .... 
Paper (17) .... 
Lumber (18) ... 


SSOSSSSSSSS How 
BSSRvelabd 
BRK 


» 
ae 
on 


*July 16. 


(1) Open hearth billets, $ per ton; (2) 
Basic Valley, $ per ton; (3) Electrolytic, 
c. per pound; (4) Mid-Continent, 36°, $ per 
bbl.; (5) Pittsburgh, mine run, $ per ton; 
(6) Spot, New York, c, per pound; (7) 
No, 2 red, New York, $ per bushel; (8) 
No. 2 Yellow, New York, § per bushel; (9) 
Light, Chicago, ©. per pound; (10) Top, 
Heavies, Chicago, c. per Ib.; (11) Rio, No. 
7, Spot, c. per lb.; (12) First Latex crepe, 
ce, per 1b.; (18) Ohio, Delaine, unwashed, 
e. per lb.; (14) Medium Burleigh, Ken- 
tucky, c. per !b.; (15) Raw Cubas, 96° 
Full, Duty, c. per Ib.; (16) Refined, c. per 
1b.; (17) Newsprint per carload roll, c. per 
oe Yellow pine boards, f. o. b. § 
per M, 




















THE TREND IN MAJOR INDUSTRIES 


STEEL—Improvement has developed sooner than expected 
due to larger railroad and structural steel demand. Ap- 
parently the low point of the summer depression has 
been passed and further improvement seems likely. Pig 
iron prices have weakened but lower levels have attracted 
more liberal purchasing. 


METALS—Copper at last evinces improvement on revival of 
European demand. Production is still large but shows 
slight diminution. Zinc ore prices firmer, with antici- 
pated reflection in the values of the metal. Lead remains 
steady but with small prospect of immediate improve- 


ment. 


PETROLEUM—California fields show hopeful curtailment 
but Seminole output is unabated, keeping general average 
production at disastrously high levels. No further crude 
price cuts are in evidence but signs of nearby improve- 
ment are likewise absent, although gasoline prices are 
somewhat stronger at this peak season of consumption. 


RAILROADS—Sustained high level of car loadings gives evi- 
dence of continued large production and free movement 
of goods into distributing channels. However, although 
gross is larger for most Class 1 roads, increased wages, 
taxes and expense hold net slightly lower than a year ago. 


SUGAR—Resumption of European buying coupled with 
knowledge that Cuban supply for U. S. is none too large, 
has revived buying in both raw and refined. Both nearby 
and longer range outlook is toward higher values. Re- 
finer’s position favorable. 


COTTON—Crop prospects are not unfavorable with good 
weather generally prevailing, although the government 
estimate of 12% reduction in acreage and more active 
weevil infestation than last year have made for con- 
tinuous upward trend in prices. 


RUBBER—Prices continue at the year’s low, and in view of 
increasing stocks abroad and low domestic consumption 
common to this season there is little promise of early ap- 
preciation. Keep competition prevails in tire manufac- 


turing. 


CHEMICALS—Sulphur companies and alkali and heavy 
chemical manufacturers continue in strong position with 
good volume of goods moving against contract. Alcohol 
producers are slightly better situated than heretofore but 
conditions are not yet satisfactory. 


SUMMARY—Although marked irregularities still persist, 
business of late has assumed a more vigorous ‘urn. 
Volume of trade is larger in most lines and several! basic 
commodities reveal improving price trend. 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREB! 














Have You Profited 


from the recent 


Stock Market Advance? 


game S of the American Institute of Finance have profited materially from the stock 
market advance of 1927, exactly as they profited from the advance of 1926. Profits avail- 
able on June Ist, 1927, from all specific recommendations of the Institute in 1926 averaged 
66.2994 on the capital employed in accordance with these recommendations. 


The table below gives individual issues, specifically recommended from week to week in 
‘the Advisory Bulletins of the Institute, for the first three months of 1927: 


Purchase Present Points 


BULLETIN ADVICE Price Price Advance 
January 1 Buy: Union Carbide 97 137 40 
January 8 Buy: Chicago, R. I. & Pacific 70 115 45 
January 15 Buy: Gulf, Mobile & Northern 37 66* 28 
January 22 Buy: Baldwin Locomotive 145 200* 55 
January 29 Buy: Remington Typewriter 128 195* 67 
February 5 Buy: Mathieson Alkali 87 120 33 
February 12 Buy: Colorado & Southern 90 125 35 
February 19 Buy: Air Reduction 140 195 55 
February 26 Buy: New York, Chicago & St. Louis... 190 232* 42 
March 5 Buy: Case Threshing Machine 150 225* 75 
March 12 Buy: Norfolk & Western 167 187 20 
March 19 Buy: Allis Chalmers 95 107 12 
March 26 Buy: Chesapeake & Ohio 158 184 26 

*Profits Accepted 


The above are the results of recent advices. Original recommendations in 1926 were much 
lower, Union Carbide & Carbon at 86, Gulf, Mobile & Northern common at 27, Baldwin at 
128, Remington Typewriter at 115, Air Reduction at 112, Mathieson Alkali at 82, Colorado 
& Southern at 60, New York, Chicago & St. Louis at 130 and Chesapeake & Ohio at 117. 


Further Opportunities Ahead! 


In spite of the marked advances, further opportunities—of similar character—are still 
available. Place yourself in a position to take advantage of them! Our current Advisory 
Bulletin points out clearly such sound profit opportunities, making equally clear pitfalls to 
be avoided and stocks to be sold. 


Copies have been reserved for distribution, FREE. Simply sign and return the coupon 
below—no obligation. 


AMERICAN INSTITUTE OF FINANCE 
260 Tremont St., Boston, Mass. 


American Institute 


of Finance 
260 Tremont St., Boston, Mass 


Send me FREE Bulletin MWJL-30. 


JULY 30, oO” 











load men New York pone Exchange 


Odd lot buying strength- 
° Pre-War War Post-War 
ens your financial hold- entee sestet Desbed 
ings, because all of the a I ee een 1927 tent ee 


burden is not on just one 1909-1913 1914-1918 1919-1926 Sale § Per 
stock Low High Low High Low i Low 7/21/27 Share 
d se Atchison 90% 111% 70 91% 161% 188% 
Unforeseen conditions Do. Pfd. % =. 108% 7 72 n% 101% 
H Atlantic Coast Line 2 % 003, 
might affect one stock. Baltimore & Ohio. 90% 96 88% 27%, 106% 115" 
96 


With your total holdings Do. Pfd. — es a” ae 
ae : % 
divided amongst eight or “aah apa Bie a ‘ 
. ‘ Canadian Pacific 5 0 185 

ten leading stocks a de- Chesapeake & Ohio "S) “ge 61m TLS «85% «1788 90° 151% 184% 
160 


i i Do. Pfd bw’ Paks aa * Az 96 
pression in any one of ilies igs : 2. 
them would not materially 181 143 ” 18% 324 

ffect Chi. & Northwestern 186% 35 .105 % . 78% 891% 
altect you. Chicago, R. I. & Pacific iy 45% 68% 115 
. . [+2 
For safety—diversify your oe On Gee ae 4 "Set tet 

ino— ' Delaware & Hudson 1594 171% 214 
buying—buy odd lots! Delaware, Lack. & W 340 192% 242 3 140% 164% 
Eri 9 
Ask for Booklet M.W. 298 "De. 261/, rt 4 


19% 45% 
1154 
100 Shares Lots Hudson & Manhattan a ee “ 
oaens — 102% 
og? ap. oe oe 
Curb Securities Bought or Sold for Cash |] kansas city Southern ai% 
Do. Pfd. 
Lehigh Valley 6214 


4 Louisville & Nashville 70 121 
) 0 uir 0, Mo., Kansas & Texas *17% 
L Do. Pfd. *46 


Missouri Pacific *21% 
Do. as ae 


B’klyn-Man. i as is * - 
d. 82 +83 




















Members 


New York Stock Exchange 
New York Cotton Exchange = or Bt, Louis. 


Associate Members Norfolk @ Weater 
Sees . orfo n 
New York Curb Market Northern Pacific 
Pennsylvania 15% L l 5 
50 Broadway New York Pere Marquette 22 114% 13034 
Pittsburgh & W. Va 6 “ 40% 199 149 
—— — Reading ‘ 89% 60% 108 % 94 119 
Do. Ist Pfd, 7 l, 40% 441% 
Do. 2nd Pfd. 42 43%, 
St. Louis-San Fran "74 L 3 100% 
St. Louis Southwestern.... "4 7 93 
Seaboard Air Line 
Do. Pfd. 
e Bouthern Pacific 
National Southern Railway 
Do. Pfd. 


Texas & Pacific ... 


42 
® nion Pacific i. , 178% 
Power & Light | % a RK ey S 
Company eer! a. 3 | = 


Bo. Bnd PLE. oie. ceesvcess 
Western Pacific ae 3a 25% 
Do. Pfd. iis ee 64 
*12% *2%% 27% 8 
oa es 50% 53% A, 47, 8914 
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Pre-War War Post-War 


Period Period Period 
1927 Last Div'd 


S ° 1] Ci 1 an ne Sa 
pecial Uircular on 1914-1918 1919-1986 ———, Sale $ Per 
High Low High High Low 7/21/27 Share 
Request Adams Express 154% 42 136 124 163% 
Ajax Rubber ..... ee 5s ee 89% 46% 13 1% 8% 
Allied Chem. & Dye 1” - iv oe 3 131 152% 
Do. Pfd - i Sa - 120 +123% 
All‘s-Chalmers Mfg. 4914 
Do. Pfd. 43 40 92 
i 106 
" . 05 90 103% 
GOODBODY & CO. |} 4m 201% 18% 
° Am. Bosch Magneto Fy v xt 
E F F Am. Can 68% 
Members New York and Philadelphia Do. Pfd. y 114% 
Stock Exchanges, and New York 36% 98 
Curb Market 
4 5 , 3 43% 
115 Broadway 350 Madison Ave. ogg” ua 7 ie = 
New York rk Am, In ternational ni a 182% 
New Yo Am. Linseed Pfd, 113 i 
Am. Locomotive S l 1447 
Branch Office ~ on boty, 
1605 Walnut Street, Philadelphia, Pa. Am. Metal 7 +. *. - 67% 44 rl 
Am. Radiator 64 131 & 328% 
Am. Sefety Razor - a * ae 16% : 61% +44% 
Am. Ship & Commerce " is 47% 4 6% 8% 4% 
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Price Range of Active Stocks 


INDUSTRIALS—Continued 


dm, Smelt, & Ref 


Do, Pfd. 

im, Steel Foundries 
Do, Pfd 

Am, Sugar 

Do, Pfd. 

Am, Tel, & Tel 

Am, Tobacco 


Anaconda Copper 
Associated Dry Goods 


Do, 2nd Pfd. et eteeeeeerees 
At Gulf & W. Indies: 
Do, Pfd 


Atlantic Refining 
Austin Nichols 
Do, Pfd 

Bald’ 


De 1% Pld. ..-ccceeecsees 
Brooklyn Edison Electric 
Brooklyn Union Gas 
Burns Brothers 

Do, 


California Packing 
California Petroleum 
Central Leather 

Do, Pfd. 


Cerro de Pasco Copper. 


Congoleum-Nairn 
Consolidated Cigar 
Consolidated Gas 
Continental Can 


Crucible Steel ..... 
Cuba Cane Sugar ... 
Do. Pfd 





Cuban-American Sugar 
Cuyamel Fruit 

Davison Chemica! 

Dupont de Nemours 
Eastman Kodak 
Electric Storage Battery 
Endicott-Johnson 

Do. Pfd, ... 
Fisk Rubber . .. 

Sh ee 
Fleischmann Co, 
Foundation Co, ........+...005 
Freeport-Texas 
General Asphalt 

General Cigar 

General Electric 

General Motors 
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Kipper, Peasopy & Co. 


Founded 1865 
NEW YORK BOSTON 
17 Wall St. 115 Devonshire St. 
Branch Offices 
NEW YORK BOSTON 
45 E. 42nd St. 216 Berkeley St. 
PROVIDENCE 


NEWARK 
5 Clinton St. 10 Weybosset St. 


Conservative 
Investments 


Suggestions 
on Request 


Correspondents of 


BARING BROTHERS & CO., LTD. 


LONDON 














E. A. Pierce & Co. 


Successors to 
A. A. Housman-Gwathmey & Co. 


11 Wall Street :-: New York 


National Dairy Products 
Southern Railway 


Analyzed in our current 
Fortnightly Review. 


Copy on request 


MEMBERS 
New York Stock Exchange 
New York Cotton Exchange 
New York Curb Market 
New York Coffee & Sugar Exchange 
* New York Produce Exchange 
New York Cocoa Exchange, Inc. 
Rubber Exchange of New York 
Chicago Board of Trade 
Chicago Stock Exchange 
Dallas Cotton Exchange 
Houston Cotton Exchange 
Liverpool Cotton Assn, Associate Members 
Los Angeles Stock Exchange 
Memphis Cottom Exchange 
New Orleans Cotton Exchange 
San Francisco Stock & Bond Exchange 
Toronto Stock Exchange 
Winnipeg Grain Exchange 
Winnipeg Stock Exchange 


BRANCHES 

Buffalo New Orleans 
Chicago Ottawa, Ont. 
Greensboro Pasadena 
Hamilton, Ovt. Paterson 
Houston Philadelphia 
Los Angeles Pittsfield 

New Haven Portland, Ore. 


San Francisco 
Seattle 
Springfield, Mass. 
Tacoma 

Toronto, Ont. 
Washington 








Investors 


and 


Traders 


will find our Market Letter 
analyses of corporations 
useful for ready reference. 


SENT ON REQUEST 
ASK FOR 723-4 





FULL AND ODD LOTS 


of listed securities bought 
and sold for cash, or car- 
ried on conservative margin. 


McClave & Co. 


MEMBERS 
New York Stock Exchange 
New York Cotton Exchange 


67 Exchange Place 
New York 
Telephone, Hanover 3542 





BRANCHES 


Hotel Ansonia, 73rd St. & B’way, N. Y. 
1451 Broadway, Cor. 41st St., N. Y. 


New Brunswick, N. J. 
































THE GRANGER 


FINANCIAL 
REVIEW 


In its Current Issue Reviews 


Timken 
Radio Corp. 
Allied Chemical 


(Copy furnished on request) 


SULZBACHER, 
GRANCER & CO. 


Members N. Y. Stock Exchange 
New York Cotton Exchange 
New York Curb Market 


ll! Broadway New York 


Branch Offices 


2 East 57th St.,NewYork 


BERKELEY-CARTERET HOTEL ARCADE 
Asbury Park 
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Pre-War 
Period 
1909-1913 
High Low High 
Maracaibo Oil Explor.......... a 
eee - a. ae 7a 
May Department Stores....... *88 *65 *97% 
Mexican Seaboard Oil......... ise we - 
eee 30% 12% 49% 
Montgomery Ward ...... ere pe a Se 
Mational Biscuit .............. *161 *9644 *139 
National Dairy Prod.......... oes a ~ 
National Enam. & Stamp...... 30% 9 541, 
National Lead ............... 91 42%, 74% 
Se 8 Serr 98 45 136 
sy o  _ ee 27 
North American *g1 
Se | BS eee ° oe 
Packard Motor Car 5 & 
Pan.-Am. Pet. & Trans = 10% 
Do. Class B eo ae 
Paramount-Fam. Players-Lasky os 5 
So er a a “0 
Philadelphia Co. .............. 59 87 48% 
Phila. & Reading C. & I....... : is - 
Phillips Petroleum ........... - 
ear 65 
fy) eee eres - ae 109 
Pittsburgh Coal .............. *29% *10 58% 
eee - oe Es 
Pressed Steel Car............ 56 18% 88 
i, SE ee awe’. < 6siss oss 80 112 88% 109% 
= SS es = si ss 
Pullman Company ............ 200 149 177 
Punta Alegre Sugar........... és rr 51 
5 UAE 55a aaa 148% 
Radio Corp. of Am............ 45 7° “i 
Ray Consol, Copper............ 27% 7% $7 
Republic Iron & Steel......... 49% 15% 96 
SS Balls a ee 111% 64% 112% 
i EE Mn acccessccas De me 86 
IIE ew pascscesseces “ 119% 
Schulte Retail Stores.......... on s - 
Sears, Roebuck & Co.......... *124%, *101 *233 
Shell Trans. & Trading........ o eo oe 
I EE So wcccccescccce os 
Simmons Company ............ o- 
Simms Petroleum ............ - 
Sinclair Consol. Oil............ 67% 
_ £6 aera pda eai > - ne 
Sloss-Sh. Steel & Iron......... 945% 23 93% 
Standard Oil of Calif.......... SS =A ne 
Standard Oil of N, J.......... *488 *322 *800 
Stewart-Warner Speed ........ es -. £100% 
Stromberg Carburetor ......... 7 aD 45% 
Studebaker Company ......... 49% 15% 195 
OS . A Sa ae 98% 64% 119% 70 
Tennessee Cop. & Chem....... Ay ys 21 11 
NR II, cca cewals ecbwcs sine 144 744%, 243 
Texas Gulf Sulphur........... ee ry ¥ 
Tex. & Pac. Coal & Oil....... ae ee me 
Tike Wader Dil... ...0ccc.scsee os 225 
Timken Roller Bearing........ -* =" coal 
Tobacco Products ............ 145 100 82% 
aera t - ae os 
Transcontinental Oil ......... oe ok 
Union Oil of Calif............ 5% - 
United Cigar Stores........... as *127% 
NE wa bnas usccnccnece i 90% 
OS 2 ee “es as 54 
ONS | ee eee - 208% 126% 175 
VU. 8S. Cast I. Pipe &F........ $2 9% 31% 
. Seer 84 40 67% 
U. 8S. Indus. Alcohol .......... 57% 24 171% 
U. 8. Realty & Imp........... 87 49%, 63% 
fe ee eae 59% 27 80% 
Se 128% 98 115% 
U. S. Smelt., Ref, & M’n...... 59 30% 31% 
 aktap bs cies one cee 94% 41% 136% 
OS ROE 5 See eee 131 102% 123 
OS OS 67% 38 130 
Vanadium Oorp. .............. a ne - 
Wonters Walem. .............5. 86% 56 105% 
Westinghouse Air Brake ...... 141 182% 143 
Westinghouse E. & M......... 45 24% 4% 
White Eagle Oil . ea ue 
White Motors .... > 8 60 
Willys-Overland ... . *50 *325 
SR ans ks oink oe 2.5500 - ae 100 
ON ee we < 8414 
Woolworth (F. W.) Co........ *177% «4*76% *151 
Worthington Pump ........... es ee 69 
SS? Se os er 100 
bs EE ee Gps 5 sams wie ae se 78% 
Youngstown Sh. & Tube...... ‘ ee at 


¢ Bid price. + Not including extras. § In stock. 
When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREE! 


New York Stock Exchange 
Price Range of Active Stocks 


War 
Period 
1914-1918 






Low 7/21/27 Share 


1927 

—“— 
High 

22% 18 
58% 31 
73% 66% 
9% 4% 
16% 138% 
70 6034 
138 94%, 
67 59%, 
35% 19% 
115% 95 
50 40% 
54% 84 
52% 45% 
52% 50 
87% 38% 
65% 53% 
66% 53%, 
114% 73 
124% 116% 
110 851, 
47% 37% 
6014 38 
235% 12% 
102%, 55% 
74% 32% 
107% 925% 
70 36% 
92% 7614 
4514 32 
195% 17214 
46% 34% 
83% 25% 
59% 41% 
15% 18% 
15% 66% 
106 9654 
544%, 471, 
72% 475% 
re ay 
63% 51 
47%, 4354 
81%, 25% 
52% 33% 
22% 14% 
22% 16 
87% 24 
1841, 113 
60% 50% 
41% 35% 
681%, 54% 
54% 26% 
57 49 
122 836118 
13% 8% 
58 45 
67% 49 
18% 12 
19% 15% 
114 78 
11N% = 981% 
118 =: 108 
9% 3% 
56% 39% 
100 82 
182% 159 
60% 58% 
187 =:118% 
246 ©6202 
118 = 112 
89 69 
66% 54 
67% 37% 
111% 85% 
42 83% 
126% 111% 
183% 199 
115% 111 
59% 37 
170% 1441 
180% 133! 
883, 675% 
27%, 22 
58% 36 
94% 16 
95 87 
1754 1n 
152% 117% 
46 20% 
61% 46 
541%, 40 
974%, 81° 
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Opportunity 


N the constant fluctuation of 
security values, following the 
frequent changes in business con- 
ditions, the experienced investor 
finds many real opportunities for 
profitable investment. 


He often has an opportunity to 
buy securities which are under- 
valued. 


Our experience of fifty-five years 
is at your disposal in checking 
over your present holdings, in 
making changes or new purchases. 


le 


Write our Information Department 
for the latest Bond list, 
“Safety with 544%” 


Orvis Brothers & @ 


Established 1872 
60 Broadway New York 


BRANCH OFFICES 
44th St. and Madison Ave., New York 
Tennessee Ave. and The Boardwalk, 
Atlantic City, N. J 


Members 
New York Stock Exchange 
New York Cotton Exchange 
Chicago Board of Trade 
N. Y. Coffee & Sugar Exchange 
New Ycrk Produce Exchange 
New Orleans Cotton Exchange 
Rubber Exchange of N. Y., Inc. 
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Baar, Cohen & Co. 


Members of the 
New York Stock Exchange 


Fitty Broad Street 
New York 


Telephone Whitehall 2172 
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Securities and Commodities, 


Analyzed, Rated and Men- 


tioned in This Issue. 


PUBLIC UTILITIES 


Commonwealth Power 
International Tel. & 
Standard Gas & Electric 


MINING 


Anaconda Copper 
Dome Mines 


RAILROADS 


PABIOTS OPO ii6. do 0a 6:0 Wed Sie 9 500i 
Central R. R. of N. 
Chicago, Rock Island & Pacific 


PETROLEUM 


Barnsda!l Corp. 
Gulf Oil of Pennsylvania 
Lago Oil & Transport 


INDUSTRIALS 


American Sugar Refining 
Associated Dry Gocds 
Aluminum Co. of Ameriva 
American Druggists Syndicate 
Bethlehem Steel 

Burns Brothers 


Endicott-Johnson 

Fire Insurance Companies 
General American Tank 
Great Western Sugar 
International Paper 
Inland Steel 

National Dairy Products 
Park & Tilford 
Preferred Stock Guide.. 
Schulte Retail Stcres.... 
Standard Milling 
Timken Roller Bearing 
Union Carbide & Carbon 
Vivaudou, V. 


Adirondack Elec. Power Corp. ist 5s, 1962. 
Commonwealth Edison 1st Coll. 414s, 1957. 
Detroit Edison Ist & Ref. 5s, 1940 
Duquesne Light Co. Ist 4%4s, 1967 
Fort Worth Power & Light 1:t 5s, 1931.. 
Great Western Power Ist S. F. 5s, 1946.. 
Kansas City Power & Light Ist 5s, 1952.. 
Niagara, Lockport & Ontario Pr. 1st & 
Ref. 5s, 1955 


S. F. 5s, 1948 596 
Southern California Edison Gen 5s, 1939.. 596 
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A LONG-RANGE FORECAST OF 
INVESTMENT CONDITIONS 
IN THE UNITED STATES 


(Continued from page 581) 








money rates ought to continue low but 
must be watched closely. Only a slight 
stiffening of time money rates at this 
time would indicate over-expansion or 
over-speculation. A rise of one-half of 
1% of the rates for 60 to 90 days’ time 
loans from the present level should be 
as much of a warning as arise to above 
7 or 8% in previous periods. 

- Much of what has been gained would 
be lost, if in the spurt of over-optimism 


- we let ourselves run into inflationary 


tendencies, because of the necessarily 
following reaction. On the other hand, 
through a better and more general un- 
derstanding of our true conditions we 
may grow steadily and look forward to 
a time of still greater prosperity. 














Diversification 
of Investments 


The individual investor is 
offered wide diversification 
for employment of funds at 
attractive yields in our current 
list. 


Public Utility Preferred Stocks 
To yield 6% to 7.21% 


Public Utility Bonds 
To yield 4.95% to 7.30% 


Industrial Stocks and Bonds 
To yield 5% to 7.77% 


Inquiries invited 


PYNCHON & CO. 


Members New York Stock Exchange 
111 Broadway New York 


Uptown Office: 
43rd St. and Madison Ave. 


MILWAUKEE 
LIVERPOOL 


CHICAGO 
LONDON 























A Special Letter 


Witson & Co. 


will be forwarded 


on request 


Ask for MW-29 


BRUNING, JACKSON & Co. 


Members New York Stock Exchange 


60 Broad St. New York 


Branch Office 


475 Fifth Ave. New York 
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Our Semi-Monthly Circular 
discusses 


Bush Terminal 
Gabriel Snubber 
Missouri Pacific 

Chicago & North Western 


Copy on Request for M-19 


T. Hall Keyes & Co. 


Members New York Stock Exchange 
111 Broadway New York 


THE MAGAZINE or WALL STREETS 


CoMMON STOCK PRICE INDEX 


(1925 Closing Prices =100) 





1927 Indexes 
Number of (264 Issues) Recent Indexes 
Issues in Group rasa iO a , 
Group High Iow July9 July16 Close 
264 COMBINED AVERAGE 95.7 106.9 95.7 
1 98.5 139.6H 98.5 


(238 Issues) 





38 Railroads 


1926 Indexes 
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Common Stock 
Trust Shares 


CHATHAM PHENIX NATIONAL 
BANK AND TRUST CO., 
New York, Trustee 


100 Foremost 
Corporations 


To buy a few shares of each of 
ese corporations would cost 
many thousands of dollars. Com- 
mon Stock Trust Shares give 
every investor, large or small, an 
opportunity to share in the regu- 
tar and extra dividends, subscrip- 
tion rights and appreciation of all 
these 100 great corporations. 





Send Coupon for Details 


Send me circular without obbgation. 
h ey be06banee eee 
Deco 


United States Shares 


Corporation 
Fifty Broadway Tel. Bowling Green 4361 
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Agricultural Equipment ¥ 63.4 13.1 12.2 
Alcohol 82.1 

Automobile Accessories 79.8 

Automobiles . 70.1 
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Containers ........ one r 
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Drugs and Toilet Articles . : ¥ 
Electric Apparatus 
Foods and Beverages 
Furniture 

Leather - 

Mail Order 
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Miscellaneous 

Paper and Publishing 
Petroleum, . 
Public Utilities 
Radio 

Railroad Equipment 
Real Estate 
Recreation 
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(An unweighted Index of weekly closing prices, specially designed for tnvestors. 3 
1927 Index includes 264 issues, distributed among 36 ieading industries; and oe: 
90% of the tota! transactions in all Common Stocks listed on the New York Stock —— 
It és compensated for stock dividends, rights and assessments; and reflects all imp ent 
price movements with a high degree of accuracy. Our method of making annual re a 
in the lst of stocks included renders it possible to keep the Index abreast with evolution “ 
changes sn the market, without impairing its continuity or introducing cumulative inaccuractes. 
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Maracaibo, Venezuela. Certain other 
subsidiaries are also owned. Lago Oil 
& Transport is itself over 95% owned 
by Pan American Petroleum & Trans- 
port. This company constitutes one of 
the more successful among corporations 
of comparatively recent origin organ- 
ied for the purpose of exploiting oil 
lands in Venezuela. Initial production 
of Lago Petroleum, the principal sub- 
sidiary, was 1,000 barrels daily and on 
December 31, 1926, average daily pro- 
duction was 30,000 barrels. Present po- 
tential production of all subsidiaries is 
about 125,000 barrels daily, from 112 
wells, and plans are now under way to 
assure adequate shipping facilities. 
Operations were on a deficit basis in 
1924, a period of development, followed 
by earnings equivalent to about 30 
cents per share in 1925, and 98 cents 
in 1926. Capitalization is represented 
solely by 3,987,464 no par shares. Defi- 
nite results from operations in the cur- 
rent year to date are not available, but 
shipments during the early part of 
1927 averaged somewhat over 800,000 
barrels a month compared with ship- 
ments totalling approximately 7 mil- 
lion barrels in the full year 1926. In 
view of prevailing unfavorable price 
level of crude oil prices, however, it is 
doubtful that actual earnings have 
shown corresponding increase. In the 
circumstances regular dividends at the 
annual rate of $3 per share are some- 
what premature. Nevertheless, the 
company enjoys a sound financial and 
its close affiliation with Pan American 
and, through the latter, with Standard 
Oil of Indiana assures able and aggres- 
sive management. Given the benefit of 
reasonably favorable oil conditions, the 
enterprise is in a position to develop 
substantial earning. We rate the stock 
a fair speculation for the long pull and, 
in that light, suggest retaining. 


UNION CARBIDE & CARBON 


In January of this year I purchased 20 shares 
of Union Carbide and Carbon at 102. It yields 
me a little less than 6 per cent on my money 
although I have a fair market profit. Does the 
advance indicate a probable dividend increase or 
would you take your profit if you were in my 


position’—D. A. K., Louisville, Kentucky. 


Union Carbide & Carbon is a holding 
company controlling some twenty prin- 
cipal subsidiaries engaged in a very 
Widely diversified line of manufactur- 
ing activities. Subsidiaries also control 
extensive hydro-electric developments, 
and mines, quarries and other sources 
of principal raw materials. History of 
the enterprise dates back to 1898, al- 
though statistics covering operations 
Prior to 1921 are not available. Capi- 
talization is represented solely by 2,- 
659,733 no par shares of capital stock. 
Earnings have shown consistent growth 
over a period of years. Thus, follow- 
ing a balance of $4.10 per share in the 
nine months ended December 31, 1921, 


JULY 80, 1997 


























Investments You Can 
Rely Upon 


XPERIENCED investors and investors 

who are buying bonds for the first time 

may choose from our current list of offer- 
ings with the same degree of assurance. 


The care we take in selecting bond 
issues and the thoroughness in in- 
vestigating them give our clients 
the satisfaction of knowing that 
bonds purchased from us are in- 
vestments they always can rely 


upon. 


Our July offerings include bonds attrac- 
tively priced to yield as high as 5'2-6%. 
Sound security and wide diversification. 
Call or write for 


BOOKLET D-501 


S.W. STRAUS & CO. 


INVESTMENT BONDS » » INCORPORATED 


Srraus BuILpING Straus BuILpING 
565 Fifth Avenue at 46th Street Michigan Ave. at Jackson Blvd. 
New York Cxicaco 


Srraus BuILDING 
79 Post Street, SAN FRANCISCO 











ESTABLISHED IN 1882 












































International Securities 
Corporation of America: 


Second International 
Securities Corporation 


For information about these investment trusts, 


address AMERICAN FOUNDERS TRUST 
(A Massachusetts Trust), 50 Pine Street, New York 

































































SAVE $8.20 


Get this Trading and Investing Library 
at 40 Per Cent Off the List Price 


$20.50 Worth of Books. for $12.30 








Each Volume is 
—Easily Understood 
—Thoroughly Practical 
—Amazingly Simple 
—Fundamentally Sound 





Studies in Stock Speculation—Vols, I and II—These two valuable books 
cover the subject of trading from its most elementai to its most scientific 
phases. They cite instances and give examples to explain all the difficult 
angles of market operation, 


You and Your Broker.—This book explains very carefully every relation- 
ship between your broker and yourself. 


Fourteen Methods of Operating in the Stock Market—COPY, DON’T 
ENVY the big successful trader. A complete description of the methods 
used by some of the biggest operators are fully described in this book. 
YOU should know how to adapt their methods to your trades. 


Financial Independence at Fifty—At 50 will you be an object of another’s 
charity? According to insurance statistics 65 people out of every 100 
are dependent upon others before they are 65. This book will show 
you the WAY out of the RUT. 1927 Revised Edition. 


A B C of Bond Buying—Whether you buy bonds for safe investment or 
for price appreciation, or both, this book gives the fundamentals necessary 
in making the right choices and watching your holdings. Invaluable for 
the conservative investor, 











The authors of these books are all EXPERIENCED TRADERS AND 
INVESTORS. They tell you in plain, straight-from-the-shoulder lan- 
guage of their experiences. They tell you how they succeeded—where 
they failed—and how they corrected their trading and investing faults. 


YOU can profit from their successes and LEARN from their mistakes. 


While we will sell single copies at the price mentioned on the coupon, 
we suggest that you take advantage of our liberal offer by ordering the 
entire set. : 


THE MAGAZINE OF WALL STREET, Chock Offer 
42 Broadway, New York City ou Accept 


Gentlemen :— 


() Send Entire Set, 6 Volumes, C. O. D. $12.30. 

0) Enclosed $12.30. Send the Entire Set, 6 Volumes. 
O) Send C. O. D. $ the vols. checked. 

O) Enclosed $ Send vols. checked. 


Regular Regular 
Price Price 


oO —— in Stock Speculation, C) Financial Independence at 50. ..$3.25 


O A. B. C. of Bond Buyi 
0 You and Your Broker ond Buying 


[2 Fourteen Methods of Operating S25 Total 


Name 











profits have equalled: $4.40 in the 
year 1922; $6.09 in 19238; $6.30 in 1924, 
$7.52 in 1925, and $9.08 in 1926. Asa 
result of operations in the first quarter 
of 1927, earnings were equivalent to 
$2.00 per share against $2.18 in the 
corresponding period of 1926. Liberal 
charges against income have been made 
for depreciation, bad debts, and appro- 
priations for research, deductions for 
those purposes being equal to $2.35 in 
1922; $2.45 in 1928; $2.32 in 1924; 
$2.74 in 1925, and $2.80 in 1926. Lat. 
est balance sheet discloses a picture of 
sound finances, total current assets on 
December 31, 1926, being 63 millions 
against 13.4 millions current liabilities, 
leaving 49.6 millions net working capi- 
tal. Cash amounted to nearly 13 mil- 
lions, and bank loans and accounts pay- 
able combined totaled 4.8 millions. Ob- 
viously, a more liberal attitude toward 
shareholders in the matter of dividends 
is justified whenever directors so elect. 
However, while we were very favorably 
disposed toward the stock at levels ma- 
terially below those now prevailing, the 
recent rapid advance in market prices 
suggests the advisability of realizing 
profits at this time. 


TIMKEN ROLLER BEARING 


Please advise me’ regarding Timken Roller 
Bearing stock. Do you think it is going much 
higher? I have been advised to hold it for 
$150 a share. Has the company got the ex- 
clusive contract from the Ford and Willys-Over- 
land people? I think the contract is for roller 
bearings.—R. I. K., Buffalo, New York. 

As a result of operations for the 
year 1926, Timken Roller Bearing re- 
ported earnings equivalent to $8.26 per 
share, preceded by $6.73 in 1925; $4.84 
in 1924; $6.75 in 1923, and $6.20 in 
1922. Capitalization is represented 
solely by 1,200,882 no par shares. De- 
cember 31, 1926, balance sheet dis- 
closes an exceptionally sound _finan- 
cial condition. Total current assets 
amounted te 22 millions, exceeding cur- 
rent liabilities of 2.8 millions by 19.2 
millions net working capital. Cash 
and marketable securities aggregated 
15.5 millions. There were no bank 
loans. The company’s history extends 
over a period of 28 years, and it enjoys 
a practical monopoly of the tapered 
roller bearing industry. While it 1s 
estimated that about 90% of all motor 
vehicle bearing business is done by Tim- 
ken, definite information regarding con- 
tracts with separate automotive manu- 
facturers is not available. Products 
are now used in some 300 different kinds 
of machinery. Recent favorable devel- 
opments involve the adaptation of Tim- 
ken bearings to railroad rolling stock, 
which holds forth promise of contribut- 
ing substantially to future income. 
While present prices of the shares rep- 
resent considerable discount of the fav- 
orable aspects of the situation as it 
exists and visible prospects for the fu- 
ture, and we hesitate to prophesy, with 
any assurance of accuracy, what inter- 
mediate price fluctuations will be, where 
patience is employed and the stock is 
held for the long pull, the results 
achieved should justify retention. 

(Please turn to page 626) 
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Business today runs on schedule. 
Time is a vitally important factor. 
Whether it is for business or pleas- 
ure we like to travel on time—and 
the quicker and more conveniently 
we can get to our destinations, 
the better we are satisfied. 


The motor bus has taken a definite 
place asa needed transportation 
unit and the reason for its great 
popularity lies in its flexibility, 
convenience and reliability. 

Red Seal Continental Motors are 
the choice of many leading bus 
operators, because they recognize 
that the motor is the background 
of dependable bus service and that 
Continental Motors eliminate the 
hazards of inadequate*power. 


Furthermore Red - Seal * Conti- 
nental Bus Motors“ are‘built to 
those specifications which years 


of experience have proven are 
necessary to a service which meets 
today’s demands. With Conti- 
nental Motors the operator 
secures that smoothness of opera- 
tion which goes so far towards 
passenger comfort. 2! 


Because of a thoroughly trained 
organization, years of experience 
and unlimited resources, Contin- 
ental occupies an outstanding 
position in the field of transporta- 
tion—a position which can only 
be attained and held through 
genuine merit of its product. 


CONTINENTAL MOTORS CORPORATION 


Offices: Detroit, Mich., U.S. A. 


Factories: Detroit and Muskegon 


The Largest Exclusive Motor Manufacturer in the World 
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Associated Gas and Electric 
System 


Founded in 1852 


Electric Service in 31 Communities 
Improved Through Group 
Supervision 


Recently 31 electric plants in Kentucky, Tennessee and 
Indiana were added to the Associated System. Each was 
separately operated. Many provided service only from 
dusk till dawn. 

Many residents have commented on the improved serv- 
ice now provided under Associated Group Management, 
illustrated by the following excerpts: 

“Quite an improvement . . . we now get 


continuous service as against 18 hours then and 
at a more satisfactory rate.”” (Mayor.) 


“Service has been better since your Company 
acquired the property than at any other time in 
the past.” (Bank president.) 


“The public gets efficient service at the lowest 
cost.” (Mayor of another city.) 


“The service rendered by your Company since 
taking over our municipal plant has been a won- 
derful improvement over that formerly received.” 
(Business man.) 

Numerous extensions and improvements have been 
made. The properties have all been interconnected to 
insure continuous, adequate service. 


Associated Gas and Electric Company 
Cha Incorporated 1906 
Write for our Illustrated Year Book “O” 


Associated Gas and Electric Securities Co. 


61 Broadway New York 














SN | PUTS & CALLS 
Are Killing you If stock market traders under- 


stood the advantages derived from 


the use of PUTS & CALLS, they 


ae, Pr paved PREVENT IT! < ( would familiarize themselves with 
and every other successful man , 4 : 
_— Ya = ty ool to meet the : their operation. 
crus’ modern business competition. 

Your brains are kept alertly function- : PUTS & CALLS place a buyer 
ing days, nights and Sundays with but of them in position to take ad- 


little thought for your physical condition 4 
until you begin to break under the ter- vantage of unforeseen happenings. 


rific strain. Then you think of Golf! . ; imi 

You can’t replace the functions of a healthy stomach, The risk = limited to the cost 
bowels, liver or other organs with golf, medicines or pro- of the Put or Call. 
——e ~~ age oe less ee to —- 
ng your an to choosing your wearing apparel. 

Your active brain prevents your organs performing Explanatory booklet 14 sent upon 
their normal digestive work and auto-intoxication, brain d Sane 
fag or nervous prostration must sooner or later result. request. Correspon ence invited. 

Proper food combinations will prevent such strains from 
ruining your body and eventually killing you before your 
time. ‘‘The Fast Way To Health,’ a 334 p. book by 
Dr. FRANK McCOY, internationally famous Health Spe- GEO LER & co 
cialist, gives you this and other vital information of e e e 
ode A oe WAY TO HEALTH, simply and in- x 
erestingly told. pecialists 
a ae — Sedeetion —_ folks are daily paying s = 

m thousands o! pillars .to learn and is the result of 
his many years deep siudy and successful practice, prov- Puts and Calls 
ing it’s not what you eat, but the COMBINATIONS that 
break you! No queer foods recommended. Bat in any 
good restaurant. It's al in KNOWING what to order! Guaranteed by Members of 
reliove ‘Your, phopical’ tension ‘and. bolld as aty eects New York Stock Exch 

your physical tension an ui ater brain 
= je] — re SOLD! siti ™ " _ — 
ginally » but now specially priced at f 
Lamia hme,” (Sent on days approval. $3 on, 8 20 BROAD ST. NEW YORK 
8 age, C. O. D. Phones, Hanover 3860-1-2-3 
McCOY HEALTH SERVICE ' 

1390 Brack Shops Bldg. Los Angeles, Calif. 











(Continued from page 624) 
DU PONT DE NEMOURS 


To what extent is the prosperity of du Pont 
dependent on General Motors? ow much of 
its earnings are from other sources? I have 
been a stockholder for several years and naturally 
I am very much satished with my investment, 
At the same time I know that it is logical after 
a certain advance in an investment to take some 
of the profits. Would you advise me to do so? 
—E, J. P., St. Louis, Mo. 

For the year ended December 31, 
1926, du Pont reported total earnings 
of approximately 43.3 millions, of which 
income from its holdings of 23% of the 
outstanding common shares of General 
Motors Corporation accounted for 23.6 
millions, or about 544%4%. Thus its in- 
terest in General Motors has an im- 
portant bearing on income account. 
The company is the largest unit in the 
powder and explosive industry. Profits 
were naturally large during the war 
years, followed by substantial shrink- 
age in earnings in the post war defla- 
tionary period. However, war profits 
were utilized to good advantage through 
investments in numerous closely related 
manufacturing activities, in addition to 
the acquisition of General Motors 
shares. 1,996,244 shares of the latter 
are held, being carried on the com- 
pany’s books at $60 per share, or a to- 
tal of about 119.7 millions. Financial 
condition is impregnable, cash and mar- 
ketable securities alone of 35.6 millions 
on December 31, 1926, being about 22.4 
millions in excess of total current lia- 
bilities. Capitalization consists of 17,- 
886 shares 6% cumulative voting de- 
benture stock of $100 par value; 795,- 
212 shares 6% cumulative non-voting 
debenture stock of $100 par value, and 
2,661,658 no par common shares. Earn- 
ings in the first quarter of 1927 equalled 
$5 86 per common share, against $4.90 
in the corresponding period of 1926. 
Profits for the full year 1926 amounted 
to $13.98 per share now outstanding, 
compared with $14.97 on 1,830,829 
shares in 1925. Without detracting 
from the merit of issue for the long 
pull, on the basis of the company’s rec- 
orc to date, and on the theory that in- 
come from its General Motors invest- 
ment has reached the peak for some 
time to come, we believe you would be 
justified in accepting profits, and await- 
ing a favorable opportunity to repur- 
chase. 


CENTRAL RAILROAD OF NEW 
JERSEY 

You approved sometime ago the purchase of 
Jersey Central stock. I bought ten shares for 
which I paid $316 a share. The stock has had 
quite unusual advance since then and I would 
like to know if your recommendation was based 
on market profit or from an income point of view 
that is should I just keep right on holding #! 
—R. P. J., Philadelphia, Pa. 

The history of Central Railroad of 
New Jersey dates back to 1849. The 
company has 691 miles of road from 
Jersey City south through New Jersey; 
serving many seashore resorts, and from 
Jersey City westerly through the an- 
thracite fields to Scranton, Pa. In ad- 
dition, it owns 5% miles of valuable 
waterfront terminal properties from 
Jersey City to Bayonne, N. J. Capitali- 


(Please turn to page 628) 
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oft Another Unusual Market Situation 
a Here Open 


com- Now and then, for unusual reasons, a certain stock will sell very low. It is 
a to- cheap. 

ncial , ; : f 
mar- Three months ago a certain old-established industrial was dull at $24 a share. 
lions Investors paid no attention to it. 


; 22.4 Our investigations revealed how really promising the company’s outlook was. 
t lia- White Sewing Machine, this stock, we decided was cheap. Clients of the Amer- 
f 17,- ican Securities Service bought it. 

g de- You know the satisfactory result, how White Sewing Machine has since doubled 
ae in price. That was the right time to buy it. 

oting 

oo Take now this next stock—see diagram —here is another market situation 
ialled our investigations have just located. 

$4.90 
1926. This company reported lower earnings per share—but it has been spending for 
unted three years now large sums for expansion—erecting new buildings, etc. 

“yr That expansion is now completed, and financed, with its benefits just about to 
acting come in. 


. long This stock ought to sell a good deal higher. 
's rec- 
at in- o e,° e . . e 

nvest- The American Securities Service keeps investigating stocks all the time, alert 
a for issues like this of special promise. We want you to know for yourself 
ae how beneficial our service really is, hence the analysis just prepared of this 


repur- special stock will be sent you, without charge. 


Clip Coupon at Right 


hat American Securities Service 
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of view; 
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ao Suite 1033 
the Corn Exchange Bank Bldg. 
| from New York City 


Jersey, 
.d from 


AMERICAN SECURITIES SERVICE 
Suite 1033, Corn Ex. Bank Bldg. 
New York City 





Send full information on this special stock, 
without charge. 
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ANIA WVU 





_ The Satisfaction 
of Safety and Stability 
with Good Interest 


The feeling of perfect security of the principal and the stability 
of price of your investment is paramount to other considerations. 
But how much greater is your sense of satisfaction when, with 
the knowledge of the safety and stability of your bond, the 
interest return is also ample. 


That combination of a very fair interest return with the highest 
degree of principal safety and stability is what makes Baird & 
Warner Bonds so desirable for the small as well as the large 
investor—especially one who lives at a distance from financial 
centers. 
As you do not obligate yourself by writing, we 
suggest you let us know your requirements, so 
we can send you our Investment Plan with 
authoritative facts on bond issues, one of 
which may exactly meet your condition. ven 
if you are not ready to invest right now, it will 
be helpful to have such information before you. 


BAIRD & WARNER 


BONDS AND MORTGAGES 








134 S. La Salle St., Chicago, U.S. A. 
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Question No. I 


What Are 


INSURANSHARES 


Trust Certificates ? 
ANSWER: 





THEY ARE a torm of 
modern investment to pro- 
vide a diversified, selected 
group of insurance company 
stocks primarily, in a safe and 
convenient form for small and 
large investors. 
For full particulars of this attractive 
safe form of modern investment write to 
INSURANSHARES CORPORATION 
67 Wall Street, New York Tel. Whitehall go82 
Representatives Sent Only on Request 
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(Continued from page 626} 


zation consists of 59.8 millions iunded 
debt and 274,368 shares $100 par value 
capital stock. Operating revenues have 
shown steady increase during the tep-. 
year period ended with 1926, but in. 
creased expenses and fixed charges have 
kept pace. However, the ratio of op. 
erating expenses to operating revenue 
has been more favorable in later years, 
The road presents a picture of sound 
finances, and earnings in the year 1996 
were equal to $15.92 per share against 
$13.10 in 1925 and $22.55 in 1994, 
Capitalization per mile of road is high, 
but due consideration should be given 
to the high property value and security 
holdings. Based on latest balance sheet 
there is an equity for the stock of over 
$414 per share, but it is generally un- 
derstood in financial circles that ter- 
minal property has not been written up 
to present-day values. It is probable 
that a fair valuation of all assets would 
show over $600 per share. Reading Co. 
owns 145,040 shares of Jersey Central 
capital stock, which is being held by 
trustees pending a favorable opportu- 
nity to sell. Jersey Central occupies a 
strategic position in connection with 
possible new alignments among eastern 
trunk lines, and in the event of a merg- 
er some distribution of the company’s 
security holdings may be expected. 
While the current income return is com- 
paratively low, if you are prepared to 
exercise further patience and retain for 
the reasonably long pull we believe the 
results achieved should warrant hold- 
ing. 


FEDERAL MINING & SMELTING 


I have been a stockholder of Federal Mining 
& Smelting ever since I purchased 100 shares 
in 1922 at $10. In 1924 I bought 50 shares 
more at 18%. The stock had such a remarkable 
advance that I find myself unable to determine 
what to do with i.—F. E. I., New Orleans, La. 

For some years Federal Mining & 
Smelting was regarded as even more 
definitely a liquidating proposition than 
most important mining enterprises, but 
the development of substantial ore re 
serves in late years has given the com- 
pary a new lease on life. Following 4 
record of mediocre earning power over 
a long period of years, a combination of 
substantially increased production and 
a favorable metal market made possible 
earnings equal to $37.52 per common 
share in 1925 and $35.95 in 1926. Capl- 
talization is represented by 80,000 
shares of $100 par value 7% cumula- 
tive preferred stock and 50,400 shares 
$100 par value common stock, of which 
latter 30,052 shares are owned by 
American Smelting & Refining Co. By 
reason of the small capitalization mo 
erate fluctuations in earnings result mn 
a wide variation in the balance avail- 
able for the common shares. Despite 
increased ore shipments in the quarter 
ended April 30, 1927, net for the six 
months ended on that date amount : 
to cnly about 1.65 millions against 2.39 
millions in the correspcnding period 0 
the preceding year. The decline 1s at- 
tributable to lower metal prices, 
the outlook in the latter connection * 


(Please turn to page 630) 
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Keep Posted 


THE REAL ESTATE INVESTMENT OF 
THE FUTURE 

Mr. Fred F. French, one of the country’s 
foremost real estate authorities, has ex- 
plained the operation of the French Plan in 
the above mentioned book. Send for your 
free copy (348). 


THE PRUDENCE PARTIAL PAYMENT 
PLAN 

An interesting booklet describing how guar- 
anteed first mortgage Prudence Bonds may 
be purchased in small installments. Special 
features of the booklet are the chart which 
shows how money grows and the fact that 
the partial payments draw 54% interest. 
(316) 


“RULES FOR SAFE INVESTMENT”’ 


Knowledge gained over a long period of 
years makes it possible to determine whether 
a given spot in a city will have a growth 
in property value which will be steadily in- 
creasing. This is only one of the important 
factors of safety of Real Estate Bonds 
which are explained in this booklet. Ask 
for 327. 


CONSISTENT INVESTMENT SUCCESS 


The sound investment principles followed by 
the Brookmire Service and the adaptability 
of these principles to the requirements of 
every investor, large or small, is described 
briefly in this interesting booklet. Send 
for your free copy 413. 


YOUR BUSINESS AT YOUR FINGER TIPS 


If increased efficiency in your business or- 
ganization is your aim, you will want to read 
this interesting booklet explaining how you 
can speed up the inter-department traffic 
and communications, Send for your free 
copy 408. 


THE INVESTMENT TRUST—WHAT IT IS— 
The advantages that it offers to both the 
small and large investor—a comprehensive 
study in booklet form, prepared by one of 
the largest dealers in this type of security. 
Send for your free booklet No, 420. 


INVESTMENT FEATURES OF CO- 

OPERATIVE APARTMENT OWNERSHIP 

AT JACKSON HEIGHTS 

A valuable booklet prepared by the Queens- 
boro Corp., which shows the moderate cost 
and advantages te be derived from owning 
your own home in a _ beautiful section a 
short distance from New York (ity. Ask 
for 336. 


THE PARTIAL PAYMENT 


method of purchasing god securities in odd 
lots and full lots on convenient terms is 
explained in a free booklet issued by an 
old established New York Stock Bxchange 
House. (224) 


FLORIDA’S SAFEST INVESTMENT 


Are you seeking a return of 8% on your 
money with 100% security? You will be in- 
terested in reading this booklet issued by 
one of the strongest building and loan as- 
soclations in Florida. Ask for 388. 


OVER THE COUNTER 


Opportunities which constantly crop up in 
igh grade over-the-eounter securities are 
analyzed in » house organ issued bi-monthly 
by an unlisted securities house. Copies 
mailed on request. (378) 


FOR INCOME BUILDERS 


This booklet describes a practical partial 
Payment Plan, whereby sound securities may 
Purchased through monthly payments of 
_ little as $10. Shows how a permanent, 
independent income may be built through 
the Systematic investing of small sums set 
aside from current earnings. Ask for 818. 


WEY WE CHOSE ATLANTA 


See what Atlanta can mean to your busi- 
hess. Send for this free booklet giving the 


experience of more than 600 cencerns now 
in Atlanta. (363) 


PORT NEWARK 


gives a most comprehensive 
» Lot only of the Port of Newark, 
f the trading territory imme- 
cent to it. It is well worth 
the information {it contains. 

for your f-ce copy 410. 
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Office Appliance 


and 














Equipment Service 
Department 


Because of the tremendous amount of correspondence we 


handle in connection with our Inquiry Department as well as 
on account of the attendant minute bookkeeping and accounting 
problems, we have had to equip our offices with practically all 
the outstading time saving and efficiency increasing devices on 
the market. As a matter of fact we are replacing continuously 
these devices by improved ones as they are being put on the 
market. We want to give our readers the benefit of our expe- 
rience and tests covering nineteen years and we will be glad to 
answer any requests for information as to how we have con- 
quered the problems that of necessity have arisen in an organi- 


zation as large as ours. 


In addition to such information we 


will arrange to have our readers supplied with literature 
dealing with the solution of their particular case. 


There is no charge or obligation attached to this service so 
kindly check the information desired and Mail to O. A. and E. 
Service Dept., c/o The Magazine of Wall Street, 42 Broadway, 


New York City. 


ODAdding Machines. 
(Calculating Machines. 
OBilling Machines. 
(Bookkeeping Machines. 
(JAddressing Machines. 
DJAutographic Registers. 


(Check Protection Devices & Systems. 


ODictating & Transcribing Machines. 

OODuplicating Machines & Systems. 

(Loose Leaf Binders, Equipment & 
Systems. 

DVisible Indexes. 

OJAccounting & Tabulating Machines. 

COTime Recording Devices. 

(iContinuous Forms for Multiple Copies 
of Checks, Confirmations, Bills, 
Orders, etc. 

CIntercommunicating Systems & 
Equipment. 


OTypewriters. 

OiAutomatic Typewriters. 

OTypewriter Copy Holders. 

OOffice Furniture. 

OFiling Equipment. 

OScales. 

(Automatic Segregating & Filing 
Devices. 

OMailing Room Equipment—Stamp Af- 
fixers, Envelope Sealers, Mechan- 
ical Letter Openers, Postage 
Meters, Sealing Wax Machines. 

CStencil Cutting Machines. 

(Sectional & Movable Office Partitions. 

OPapers for Office Use. 

ONumbering & Dating Machines. 

(Cash Registers. 

DoTelephone Devices—Mufflers, Hearing 
Devices. 


Please send me information on the items I have checked above. 


July 30, 1927 




































Securities Carried on Gonservative 





Margin 





Weekly 
Stock Letter 


—pointing out economic 
conditions that may have 
a vital bearing upon the 


course of security prices. 


organization is 


of-town clients. 


Sent gratis on request for M. W. 4 


Josephthal & Co 


Members New York Stock Exchange 


120 Broadway 
Telephone Rector 5000 





Out-of-Town 
Accounts 


A special department of our 


completely 


equipped to give a prompt 
and effective service to out- 


We invite correspondence. 


New York 





























In Small or Large Lots on 


Odd Lot Orders Solicited 








7 Wall Street 





Established 1884 





You Can Pay Good Securities 


PARTIAL PAYMENTS 


Ask for booklet MW-6 which explains our plan and terms 


Qutright Purchase or Conservative Margin 


James M. Leopold & Co. 


Members New York Stock Exchange 


New York 
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considerably clouded. While the status 
of the company has unquestionably 
undergone encouraging improvement in 
late years, and current financial condi- 
tion is strong, we do not regard the 
outlook favorable to an extent to war. 
rant the expectation of further mate. 
rial price appreciation over a reason- 
able period of time. We suggest real- 
izing your very substantial profit. 












DOME MINES 


I hold 100 shares of Dome Mines stock which 
I purchased in 1924 at $17 a share and have had 
practically no opportunity to get out even although 
tt has paid me a dividend return amounting to 
$2 a year. Do you think the dividend is im any 
danger? The decline in the stock would indicate 
that the company is getting near the end of its 
K., Boston, Mass. 







ore rvesources.—E. A. 


The present status of Dome Mines is 
that of a liquidating proposition. The 
company has been constantly on the 
lookout for good properties, but recent 
exploration work has been unsuccessful, 
and total of broken and unbroken ore 
at the end of 1926 was about two years’ 
supply. Policy in recent years has been 
to apply a portion of earnings about 
equally between exploration work and 
liquidating dividends or provision for 
the same. Total dividends in last three 
years have exceeded reported earnings 
by 1.05 millions. Dividend assurance 
fund consisting of government, railway 
and other bonds and cash aggregated 
over 2.2 millions on December 31, 1926, 
and other cash and investment holding#® 
totalled 1.88 millions. Including min- 
ing claims and properties, together with 
plant and equipment, carried on the 
books at a total of 6.5 millions, net 
assets applicable to 953,334 no par 
shares outstanding were equal to $8.72 
per share. Earnings in the first quar- 
ter of 1927, before provision for depre- 
ciation and depletion, show a balance of 
51 cents a share against 45 cents in the 
same period of 1926. The value of the 
shares is based on the dividend fund, 
working capital results of the next two 
years, and liquidating value of physical 
assets. Proceeds of sale of the latter 
are likely to be substantially less than 
the figure at which they are carried in 
the balance sheet. We see nothing 1 
the situation to warrant holding the 
stock, and would suggest disposing t 
the best advantage. 



























CHICAGO, ROCK ISLAND & 
PACIFIC RAILWAY 
What is the reason for the advance in ae 
Island? A little over @ year ago I bought 
shares at 45 which prongs my holdings Peo 
50 shares for I previously purchased 25 at 
a share. It does not seem to me that even 
dividend has justified such a big imcrease ™ 


the value of my stock. I have been seme 
to sell it several times since it crossed 
to hold om 


a RB" 
pee tet et ee AN. oa 
California, 

Over a period of years Rock Island 
has been regarded as a system of high 
property value and low earning power. 
However, the situation has undergone 
material change in late years. The Te 
organization of 1917 resulted in col 
siderably reduced funded debt, al 
the increase in capital stock more thas 
made up the reduction. Total fu 
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debt now amounts to 255.33 millions, 
followed by approximately 39.5 millions 
1% preferred stock and 25.1 millions 
6% preferred stock (both cumulative up 
to 5%), and 744,825 common shares. It 
will be seen that fixed charges and pre- 
ferred dividends are substantial, which 
have left only a moderate average bal- 
ance available for the common since 
reorganization. However, reflecting im- 
proving territorial conditions, together 
with considerably increased oil traffic 
and reduced operating expenses, dis- 
tinct improvement has been shown in 
earnings in late years. Following a 
balance of $4.56 per common share in 
1925, $10.67 was reported in 1926, with 
prospects of in excess of $15 a share in 
the current year. Thus the recent ad- 
vancing tendency in market prices 
seems fully justified. Further, we are 
not prepared to say that possibilities of 
higher levels over a reasonable period 
of time are entirely exhausted. We 
would counsel retaining with a view to 
developments. 


NATIONAL DAIRY PRODUCTS 


During 1926 I bought, om your advise, 30 
shares Naticnal Dairy Products common at a 
total cost of about $1,800. TI received 10 addi- 
tional shares as a stock dividend in June of this 
year, and my present holdings of 40 shares have 


- acurrent market value of around $2,560 Should 


I accept profits now or hold for further gain?— 
K. M. W., Cleveland, Ohio, 

We are pleased to note your success- 
ful venture in National Dairy Prod- 
ucts. We see no reason to advise aban- 
doning your present position at this 
time. This company, organized in 1923 
as a holding company, controls con- 
cerns engaged in gathering and dis- 
tributing milk, the manufacture of ice 
cream and other dairy products, prin- 
cipally cream, condensed milk, cheese, 
butter, ete. Originally a consolidation 
of two companies, many acquisitions 
have since been made, financed in the 
most part through payment in common 
stock, so that at present operations are 
carried on in over 1,600 cities and 
towns in 13 states, ranging from New 
York to Nebraska and south to Ten- 
nessee. Net sales and earnings of the 
consolidated companies have shown 
consistent growth since inception of 
the present company, and while that 
has been due largely to new acquisi- 
tions, accompanied by increased capi- 
talization, the balance available for the 
common stock in successive years has 
more than kept pace. Based on com- 
mon shares now outstanding following 
Tecent 331/3% stock dividend, earnings 
for the year 1926 were equal to $6.03 
per share. While definite results in 
the current year to date are not yet 
available, profits for the first six months 
are expected to comfortably exceed the 
comparative balance of $2.67 per share 
Teported in the corresponding period of 
1926. It is noteworthy that the last 
half year is the more profitable period 





due principally to increased sales of 
ee cream during the warm months of 
July and August. Capitalization con- 
sists of 14 millions funded debt; 119,- 
244 7% cumulative preferred stock of 
$100 par value; and 1,393,484 no par 
‘ommon shares. Financial condition is 
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The Northwestern Railroads 


Analyzed in our latest Wrexty Review 


Copy on request 


Securities carried on conservative margin 


PRINCE & WHITELY 


Established 1878 
New York Stock Exchange Chicago Stock Exchange 
Cleveland Stock Exchange 
25 BROAD STREET NEW YORK 
UPTOWN OFFICE: HOTEL ST. REGIS 
Chicago Cleveland Akron 
Hartford Meriden Bridgeport 


New Haven Newport 












J. S. BACHE & CO. 


Established 1892 


MEMBERS New York Stock Exchange, Chicago Board of Trade, New York 
Cotton Exchange, and other leading exchanges 





COTTON 
RUBBER 


BONDS : GRAIN : 
SUGAR : COCOA : 
FOREIGN EXCHANGE 


STOCKS: 
COFFEE : 





Branches: Albany Schenectady Troy Syracuse Rochester Watertown 
Utica Buffalo Worcester NewHaven Toledo Philadelphia Erie 
Atlantic City Detroit Austin Ft. Worth Hillsboro Houston 
Paris San Antonio Taylor Temple Kansas City Tulsa 


Correspondents in other principal cities 


New York Office 
Chicago Office 


42 Broadway 
231 So. La Salle Street 





“THE BACHE REVIEW” published weekly, sent on application. 

Readers of the Review are invited to avail themselves of our facilities for 

information and advice on stocks and bonds, and their inquiries will receive 

our careful attention, without obligation to the correspondents. In writing, 
please mention The Bache Review 


A Weekly Commodity Review is also issued and will be sent on application 











PROFITS 
IN 
CANADA 


We Recommend 


BANK STOCKS 
Yield 4.65% to 5.70% 


MONTREAL POWER 
WINNIPEG ELECTRIC 
SPANISH RIVER P. & P. 
DOMINION STORES 
CANADIAN BRONZE 
CAN. INDUSTRIAL 
ALCOHOL 


Analyses on Request 


Canadian Stock Specialists 


A.D. WATTS & CO. 


Members Montreal Stock Exchange 
1 Wall St. New York City 
Hanover 2305-6-7 
Royal Bank Building 


Toronto, Canada 
Private Wires, Montreal, Toronto 

















Get your copy of 
this booklet on the 


Investment 
Trust 


The sound, ably managed invest- 
ment trust gives the man or 
woman who cannot invest $50,000 
or $100,000 at a time the advan- 
tages which are ordinarily en- 
joyed by only the larger investors. 
Our booklet, “The Investment 
Trust,” will tell you why your 
dollars will be unusually safe and 
will pay you a good rate of return 
when you invest them in a sound 
investment trust. It explains how 
an investment in such a trust will 
give you a favorable opportunity 
for profit. 

Send the coupon for your copy 

o} this informative booklet 


Please send me without obligation a copy of your 
booklet, ‘“‘The Investment Trust.” 


Name.....00e pabsdessnbcaeseccsscees’ eccces 
AGdress.....ccccccccrcccccccccccesece oe 


P.H. Whiting & Co., Inc. 


INVESTMENT SECURITIES 
One Wall Street, New York 
Telephone Hanover 0451 


I hiledelphia Newark 








632 


sound, atest balanc2 sheet disclosing a 
ratio of current assets to current lia- 
bilities of about 1.7 to 1, and 7 millions 
net working capital. Cash and mar- 
ketable securities aggregated 6 millions, 
and bank loans were about 1.7 millions. 
Considering the company’s conservative 
expansion policy, and steadily increas- 
ing sales and earnings available for 
common stock, together with the fact 
that it is engaged in a business little 
subject to changing industrial condi- 
tions, we regard the common an at- 
tractive speculation to be held for the 
reasonably long pull. 





THE INVESTMENT TRUST 
DISSECTED 


(Continued from page 591) 
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number of securities are purchased and 
carried under mandatory requirements 
concerning the nature and extent of 
diversification in investments; a simi- 
lar discretionary form of trust in which 
virtually no specific regulations are set 
forth for the investment of funds, and 
the “fixed” form of so-called invest- 
ment trust in which certificates are 
issued representing shares of beneficial 
interest in units representing specified 
amounts of specified stocks which are 
deposited with a corporate trustee. 

The “open” trust which imposes no 
restrictions upon the management is 
purely a blind pool. Obviously, its de- 
sirability, from the investor’s view- 
point, depends entirely upon the repu- 
tation and standing of the individuals 
comprising its management. Although 
the implied intent of such a trust is to 
conduct its operations along specula- 
tive lines, there appears to be no rea- 
son why it should not be favorably re- 
garded by certain classes of investors, 
provided its sponsors are men recog- 
nized for outstanding financial ability 
and unimpeachable integrity. 

The “open” trust with moderate re- 
strictions perhaps bears the closest 
similarity to the British model. While 
here, too, the question of the character 
of sponsorship and management is of 
gr at importance, the requirements of 
diversification and restrictions concern- 
ing the type and quality of the securi- 
ties which the managers may purchase 
furnish an added and desirable degree 
of protection to the investor. Typical 
of these restrictions are those of the 
International Securities Trust of 
America whose original prospectus 
read: 

“The activities of the International 
Securities Trust of America are con- 
fined solely to the investment of capi- 
tal. The Declaration of Trust places 
management in the hands of a Board 
of Trustees whose activities are con- 
trolled by regulations and restrictions 
defining standards of investments and 
diversification that cannot be lowered. 
The trust may not engage in promo- 
tion or business management nor may 
it acquire or hold a majority interest 
in any enterprise. 


“Da.-.y, the 1 ...cations as to stand. 
ards and diversification, in addition to 
the regulations mentioned above, are 
as follows: The trust may not invest 
in any new or unproven enterprise. In- 
vestments may be made only in those 
countries whose financial history shows 
stability and in which the protection 
of private property is assured. No se. 
curities may be purchased unless re. 
liable information concerning them js 
obtainable. Not more than 70% of the 
resources of the trust may be invested 
in securities originating in the United 
States, nor more than 55% in England, 
nor more than 35% in any other coun- 
try. Not more than certain percent- 
ages of the resources of the trust may 
be invested in government, state and 
municipal bonds, railroad, industrial 
and public utility bonds and stocks, 
thereby requiring not only an inter- 
national diversification of -investment 
but a wide diversification as to indus- 
tries. With $1,000,000 or more of as- 
sets, the Trust may not place an aver- 
age of more than % of 1% of its re- 
sources in any one investment.” 


A Warning Note 


All three forms of American invest- 
ment trusts, when properly organized 
and managed offer distinct advantages - 
to the investor. The fixed collateral 
form of trust, for example, despite 
its relative or absolute inflexibility, 
has the advantage of affording small 
investors a degree of diversification 
not otherwise obtainable with lim- 
ited funds at his command. The ques- 
tion whether the added cost of such di- 
versification is exorbitant has never 
been successfully proven against these 
trusts, since no similar degree of di- 
versification for a very limited invest- 
ment fund is possible at all by any 
other medium. The “open” form of 
trust is capable of great utility and is 
worthy of further encouragement. 

Before closing, a note of warning 
should be sounded. While the principle 
of the investment trust is fundamen- 
tally sound, its future practical value 
as a financial and investment medium in 
this country depends largely upon the 
quality of men it attracts. Fortunate- 
ly, a number of the soundest invest- 
ment banking houses have interested 
themselves in the new field, but obvi- 
ously the ultimate requirement will be 
for financial men of the highest stand- 
ing who can render managerial service 
for investment trusts from a position 
of independence of all other connec- 
tions which might lend color to the re- 
motest suspicion of personal interested- 
ness. As for the opportunists, and those 
individuals who circle the border of 
financial respectability, and even more 
sc those whose records indicate distinct 
leanings to unscrupulous practices, the 
most energetic efforts should be made 
to prevent their infestation of the in- 
vestment trust field, first for the pro- 
tection of investors and also that de- 
velopment of the movement may Ppro- 
ceed on a high plane, unhampered by 
the odium which would attach from 
such associations. 
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ELOW is a complete record of every 


| 90 Points Profit — No Losses 


On 16 Recommendations Since June 15th 


stock recommendation sent to subscribers to 


The Investment and Business Forecast of The Magazine of Wall Street since June 
15th. Based on prices as of July 21st, in a period of about five weeks, the sixteen 
commitments show an average of more than five points profit on each. 





Date 
6/15 
6/17 
6/21 
6/21 
6/21 
6/28 
6/28 
6/29 


Vulcan Detinning Co 

U. S. Distributing, new....T 

ee 
% 
i 


Bayuk Cigars (half) 
Postum Cereal (half) 5 
National Dairy Prod. (half). 
International Paper 
Mathieson Alkali Works ... 
Atlantic Coast Line 


Bayuk Cigars (half) 
National Dairy Prod. (half) .T 
American Tobacco Cl. B. .. 
Baltimore & Ohio 

Int’] Tel. & Tel. (half)....T 
Marlin-Rockwell (half) Re) 3 
Ab'tbi Power & Paper ...T 
Amer. Power & Light .. 


7/5 
7/5 
7/5 
7/5 
7/5 
7/12 
7/19 
7/19 


* Allowing for rights 
ments have been advise 


holdings to the best possible advantage. 


The sixteen recommendations listed above were made 
during market setbacks which offered unusual oppor- 
tunities for purchases. The record shows what is 
possible when commitments in the present market, as in 
all markets, are based on expert judgment—the type of 
investment advice available in the Forecast. 


(a) 


personal wire when to close them out; 


(b) 


for six months; 


(c) 


telegraph you at once (if you wish to 


The Investment and 
Business Forecast is the 
only service conducted 
by or affiliated in any 
way with The Maga- 
zine of Wall Street. 


——__, 
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Weekly 
Wire 
Service 
Wanted? 
0 Yes 
0) No 
July 16th 














1927 


Recommended 


T indicates Trading Advices 


Closed Out Open 
Date Price July 21 
4316 
20%4 


Price 
29% 
1816 
73 

105 
62 34 
45 

103 

183 


14 


7/20 91 9 

10516 
67% 
50 


121 


- & 
- 2% 
5 
18 
7/11 
7/16 


197% 

20146 - 1646 
7% 

. 2% 
4% 
3 


7514 

63 14 
135 
11214 * 
137 5g 

47 

98 

6114 


9034 
67% 
13916 
1154 
14156 
51 
100 
6146 


2 

2 

2 
% 

9034 


signifies that only half commit- 


Points Profit 
“half” 


You will notice that fourteen of the stocks are being held for further market appreciation. 
These stocks —and all securities recommended in the Forecast — are under the daily 
scrutiny of our experts and subscribers will be definitely advised when to close out their 


The Magazine of Wall Street—the premier investment 
advisory organization of the World—because of its tre- 
mendous size and scope is able to offer this unique serv- 
ice through its Forecast at only $150 for one year or 
$100 for six months where payments are made semi- 
annually. 


The opportunity of placing a six months’ test subscription at $75—a saving of $25 from the 
regular semi-annual price—comes at a particularly opportune time because there are many 
unusual profit opportunities still open in the present phase of the market. Mail your remit- 
tance of $75 today together with the coupon below and we will: 


telegraph you special individual recommendations covering three stocks and advise you by 
send you the regular weekly and all special issues of The Investment and Business Forecast 


analyze your present and contemplated holdings during the entire life of your subscription 
and tell you what to do with each security you own; 


take a trading position immediately) what stocks 


are in the best position to buy or sell at the time the wire is dispatched to you. 


SIX MONTH’S TEST SUBSCRIPTION COUPON 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall St., 42 Broadway, New York City. 


I enclose $75 to cover my test subscription to The Investment and 
I understand that I 


us’ness Forecast for the next six months. 
am entitled to all of the privileges outlined above. 


State 


(Wire me collect upon receipt of this co®pon, 
what trading position to take. 

















_ LOS ANGELES 
FIRST 


SIX per cent building 
and loan coupon cer- 
tificates — payable in 
New York, San Fran- 
cisco, Los Angeles. 

State supervision; non-fluctuat- 


ing; convertible; legal for trust 
funds. Write for full details. 


GUARANTY Building & 
Loan ASSOCIATION 


6335 Hollywood Boulevard 
Los Angeles 


























We offer 


American Water 


Works & Electric 
Co., Ine. 


$6 Cumulative 


First Preferred Stock 


Price 99 and Dividend 
Yield 6.06% 


Circular on Request 


MCDONNELL & CO. 
120 BROADWAY 
NEW YORK 





Members New York Stock Exchange 


SAN FRANCISCO 

















San Francisco Stock and 
Bond Exchange 


HIS table is published regularly for the convenience of 
those of our subscribers and readers who are, or may be, 
interested in leading Pacific Coast securities. 


Bank and Public Utility Stocks 


Anglo & London Paris Nat. Bank 
Bancitaly Corporation 

Bank of Italy, new 

East Bay Water A Pfd 

Federal Brandes 


Key System Prior Pfd 

Los Angeles Gas Pfd 

Pacific Telephone & Tel. Pfd 
Pacific Gas & Elec 


Industrials and Miscellaneous 


Alaska Packers’ Assn 
California Packing 
California Petroleum 
Caterpillar Tractor, new 
Foster & Kleister (cm) 
Hale Brothers 

Hawaiian Coml, Sugar 
Hawaiian Pineapple 
Home Fire & Marine 
Honolulu Cons, Oil 

Hunt Brothers Packing ‘‘A’’ 
Illinois Pacific Glass ‘‘A’’ 
North American Oil 
Paraffine Commont 
Richfield Cons. Oil 
Schlesinger A Common 
Shell Union Oil 

Southern Pacific 


Spring Valley Water 
Standard Oil of Calif 


Union Oil of California 
Union Sugar Common 
Yellow & Checker Cab ‘‘A’’ 
Zellerbach Corporation 


+ Split 2 for 1. 








BALTIMORE & OHIO R. R. 
(Continued from page 593) 


Wheeling & Lake Erie in conjunction 
with equal shares in the latter pur- 
chased by New York Central and 
Nickel Plate. Western Maryland ap- 
pears destined for complete control by 
Baltimore & Ohio. In view of the ex- 
tensive interchange of traffic between 
the two roads and the fact that West- 
ern Maryland would provide Baltimore 
& Ohio with an important connection 
with Reading, a merging of interests is 
not illogical and would probably prove 
to be of genuine value. Acquisition of 
the interest in Wheeling & Lake Erie 
by the so-called Big Three, New York 
Central, Baltimore & Ohio, and Nickel 
Plate, appears to have been inspired by 
strategical more than territorial mo- 
tives, in order to prevent control be- 
ing obtained by the Loree interests 
for the purposes of possessing a fifth 


pase | . Last Sale 
High July 21 
232 209 

25 123 
172% 


165 
61 
21% 
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trunk line operating to the middle west. 
Baltimore & Ohio then is a center of 
attraction in many diverse ways. Three 
years ago it was faced with the prob- 
lem of providing for bond maturities 
aggregating no less than 132 millions 
within a single year. How well it ac- 
complished this formidable financing, 
at a time when it was devoting every 
effort to restoration of its pre-war earn- 
ings and physical status, is now a mat- 
ter of history. The maturities bore in- 
terest rates more favorable than could 
be duplicated under present conditions, 
but aided by easy money and restored 
credit, the refunding was put through 
with an increase on the average of only 
about %% on the total funded debt. 


Conclusion 


In addition to the resumption of com- 
mon dividends, steady rise in earnings, 
and the current stock financing, already 
discussed, the road is a dominant factor 
in consolidation negotiations, and a 
most active participant in the highly 
interesting controversy between itself 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 
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New York Central, and Nickel Plate on 
the one hand, and Pennsylvania and 


Delaware & Hudson on the other hand. 
It has been the principal stumbling block 
in the proposed lease of Buffalo, Roches- 
ter & Pittsburgh to Delaware & Hud- 
son, and the present situation is in a 
way a continuation of the historic bat- 
tles with the Pennsylvania extending 


well back into the last century. 


Careful observation of the affairs of 
Baltimore & Ohio during the next few 


years should be well rewarded. 


The 


percentage of earnings to market price 
of the common is the highest of any of 
the dividend payers in the railroad 
group, and this earning power should 
be susceptible to further increase as 
long as there is a fair measure of in- 
dustrial prosperity prevailing. Having 
embarked upon-a policy of financing by 
stock sales, it is reasonable to expect 
that every effort will be made to main- 
tain the common above par, and at cur- 
rent levels only about 15 points over 
par, there is ample room for further 
enhancement in value before it achieves 
the full status of a standard railroad 
issue to which it is apparently destined. 
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Important Corporation Meetings 


Company Specification 
N. Y. Chicago & St. Louis RR. .Directors 
American Beet Sugar........... Directors 
BPO GRE cc cccscescicccees Directors 
Barnet Leather ....cccccsccccce Directors 
Loose-Wiles Biscuit ..........+. Directors 
Standard Oil of Indiana......... Dividend 
Western Pacific RR............ Directors 
American Express ...... setaoae Directors 
MaRov ated TM vce sctesecieeeds Directors 
Atchison, Top, & Santa Fe...... Directors 
(OD Ia. 561a0bsagescs0se% Directors 
Century Ribbon Mills.......... Directors 
BOE PU BRE 6 oss ns0seoseu Directors 
General Asphalt ......ccccccsee Pfd. Div. 
pT ee or eer ey Directors 
Oppenheim, Collins & Co. ...... Directors 
Timken Roller Bearing........ Com. Div. 


American Water Works & Elec. Directors 
Certain-teed Products .......... Directors 
Chic. R. I. & Pac. ..Pfd. & Com. Divs. 


Cluett, Peabody & Co. ........ Directors 
Federal Light & Traction...... Directors 
BOOY WRG ciicescccccvies Directors 
DED VANES MED. oiisccsscases Directors 
Oil Well Supply............... Com. Div. 
Pere Marquette Ry. ........... Directors 
St. Louis-San Francisco........ Directors 
‘West Penn Electric............ Directors 
‘Westinghouse Elec. & Mfg. ....Directors 
American Machine & Fdy ...... Directors 
BATESON GOP, onc eccisspncsesnd Special 
Eastman Kodak ...... Pfd. & Com. Divs, 
SS ara Directors 
May Dept. Stores.............. Directors 
Reynolds, (R. J.) Tobacco...... Directors 
‘United Gas Improvement....... Directors 
"UD, ROWUOPs 6osc6b006ss ceaeate Directors 


General American Tank Car....Directors 
Standard Oil of N. Y¥. 
Canadian Pacific Ry. ..Pfd. & Com. Divs. 
Paramount Famous Lasky Corp, Com. Div. 


Ahumada ng RS Be aes Directors 
American Qhain ..........s000 Directors 
BRWOL LOR Vai, aula etic ten ue e Directors 


Tenn. Copper & Chemical....... Dividend 
eee Dividend 
‘Western Union Telegraph...... Directors 
Bir Redastlia. .. oi ssescvc sve Directors 
Continental Can ........ Pee ee Directors 
‘Foundation Co, .........e..00. Com. Div. 
EROY, Be Mhe iesseds cancsiws, Directors 
RE: Beeerare ..Com, Div. 
‘New York Central............. Directors 
U. 8. Gypsum........ Pfd. & Com. Divs, 


“Woolworth, A, Ee Directors 
American Locomotive Pfd. & Com. Divs. 


American Railway Express ..... Dividend 
Case (J.I.) Threshing Mach. ..Pfd. Div. 
General Motors ...... Pfd. & Com. Divs, 
Hudson & Manhattan RR...... Directors 
Southern Pacific Company...... Directors 
‘Union Pacific System.......... Pfd. Div. 
vu. 8. Realty & Improvement... .Directors 
imeral CHRBE fics cosccidas bse Directors 





Date of 
Meeting 


7-30 
8-1 
8-1 
8-1 
8-1 
8-1 
8-1 
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LOGAN & BRYAN 


BROKERS 


STOCKS, BONDS, COTTON, GRAIN, COFFEE, SUGAR; 
RUBBER, COTTON SEED OIL & PROVISIONS 


MEMBERS: 
Boston Stock Exchange 
Minneapolis Chamber of Commerce 
Winnipeg Grain Exchange 
Salt Lake City Stock Exchange 
Los Angeles Stock Exchange 
Montreal Board of Trade 
Pittsburgh Stock Exchange 
Duluth Board of Trade 

San Francisco Stock and Bond Exchange 


PARTNERS: 
J, J. Bagley 
E, Vail Stebbins 
B, L. Taylor, Jr. 
Harry L. Reno 








New York Stock Exchange 

New York Cotton Exchange 

New York Produce Exchange 

New York Coffee & Sugar Exchange 
New York Rubber Exchange 

New York Curb Market 

Chicago Board of Trade 

Chicago Stock Exchange 








Parker M. Paine 


Benj. B, B 
William F, Kane 


ryan 

Louis V. Sterling 
James T, Bryan R. C. Jenkins 

Benj. B. Bryan, Jr. DeWitt C, Harlow 

Private Wires Atlantic to Pacific connecting with important 
intermediate points in the United States and Canada 


42 Broadway, New York 
Board of Trade, Chicago 


BRANCHES: 


SAN FRANCISCO LOS ANGELES CHICAGO 
Financial Center Bldg. 636 So. Spring St. Congress Hotel 












SEATTLE 
Dexter-Horton Bldg. 








Crocker Bldg. Biltmore Hotel Olympic Hotel 
SANTA BARBARA HOLLYWOOD DULUTH HOT SPRINGS, VA. 
PASADENA TACOMA MINNEAPOLIS WINNIPEG 
LONG BEACH . SPOKANE GRAND RAPIDS TORONTO 
SAN DIEGO BUTTE FRENCH LICK MONTREAL 
CORONADO OMAHA OIL CITY QUEBEC 
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Special 
Vacation Offer 


To News Stand Readers 
Have The Magazine of Wall Street 


follow you on your summer vacation 


To keep you in close contact with the situation, we are mak- 
ing a special vacation offer of 4 issues of THE MAGAZINE 
OF WALL STREET for $1.00 to include the numbers of 
August 13, August 27, September 10 and 27. Use the 
coupon. 







































You cannot afford to lose touch with 
the world of investment and business. 









a arg may be changed to your regular home address by sending three weeks’ 
notice. 


------————————— COUPON --——-—---— 


THE MAGAZINE OF WALL STREET, 
42 BROADWAY, NEW YORK CITY. 


I enclose $1.00. Send me the four issues beginning with Aug. 13, mentioned in your 
special vacation offer. My address for the summer will be 
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0 If you would like to have your subscription cover eight issues instead 
be ee (A gamma through to include the issue of November 19, check here and en- 
jose 


July 30-A. 

























BheyEk 


Established 1873 


Members N. Y. Stock Exchange 





Accounts Carried 


Conservative Margin 





Weekly 
Market Letter 


on request 





25 Broad St., New York 
Telephone Hanover 8030-8045. Incl. 








J.K. RICE, JR. & CO. 











BUY AND SELL 


First National Bank = 

Amer. Exchange Irving Trust 
Bankers Trust 

Bank of Manhattan Stk. & Ris. 
Chase National Bank 

National Bank of Commerce 
National Park Bank 

Capital National Bank & Trusf 
Mechanics Bank of Brooklyn 
Guaranty Trust 

New York Trust 

Glen Falls Insurance 

Home Insurance 

Carolina Insurance 
Westchester Fire Insurance 

St. Paul Fire & Marine Insurance 
New Brunswick Fire Insurance 


J. K. Rice, Jr. & Co. 


Equitable Building 
120 Broadway 
New York 


Telephone Cable 
Rector Address 
9030 “Ricenor” 














Over-the-Counter 


IMPORTANT ISSUES 


Quotations as of Recent Date 


Asked 


Aeolian Co., pfd. (7) 99 

Aeolian Weber 50 

Aeolian Weber, pfd. (7B) 105 

— 7” Cement (3) 
) 


"88 
American Arch (7P) 
American Book Co. (7) 


American Cigar (8) 
weg (6) 


+ (6) 
Amer. Dist, Teleg. 
Conv. Pfd. m 
Pfd, 
Amer, Meter Co. (5) 
Atlas Port, Cement (2P) 
Pfd. (2.66) 
Babcock & Wilcox (7) 
Barnhart Bros, & Spindler: 
Ist Pfd. (7) G 


Central Aguirre (6) 
Congoleum Co, 9 
Continental G. & 22. 

106% 
108% 


Knox Hat (5) 
Pr. Pia. (7) 
Part Pfd. A (8) 
Lehigh Port, Cement (3%) 118 
Leonard, Fitzpatrick, Mueller (1.5) 
Pfd. (8) 1 
McCall Corp. (2) 
Manhattan Rubber (2.5) 
Metropolitan Chain Stores 
[st Pfd, 
2nd Pfd. 
Nat’l Fuel Gas (new) 
National Sugar Ref. 
Neisner Bros, 
Pfd. (7) 
New Eng. Tel. & Tel. (8) 
Phelps Dodge Corp’n (4) 
Pierce, But, & Pierce (2) 
Pfd. (8) 


Richmond "Radiator 
Conv. Pfd. (3%) 
Royal Bsking Powder (8P) 
Pfd. (6) 
Ruberoid Co. (4) 
Safety Car H. & L. (8P) 
Savennah Sugar (6P) 
Pfd, (7) 
Shaffer Oil & Ref. Pfd. (7) 
Sheffield Farms Pfd. (6) 
Singer Mfg. Co, (10P) 
Singer, Ltd. (%) 
Superheater Co, (6P) 
Valley Mould & Iron 
Pfd. (7) 
Wash, Ry. & Elec. (5) 
Pfd. (5 


Ist Pfd. 
Woodward Iron 
Pfd. (6) 


G—Guaranteed as to principal and dividend by 
Amer. Type Founders. 

P—Plus extras. 

B—Also extras on account of arrears, 





VER-THE-COUNTER stocks gen- 
erally were in good demand dur- 
ing the past two weeks, with few 

exceptions. The chain store issues at- 
tracted most attention, partly because 


‘of the prospect for a consolidation of 


several leading favorites in this group 
and also in recognition of their steadily 
expanding volume of sales. 

Cigar stocks gave evidence of good 
buying and moved moderately higher. 
Though gross sales in the cigar indus- 
try show no marked tendency to in- 
crease, earnings have been improving 
steadily as a result of closer control 
over production costs. Increased net 
profits in the first half year suggest 
further gains during the final six 
months, inasmuch as the latter period 
is normally the season of heaviest vol- 
ume for these concerns. 

Public utilities moved irregularly, 
although fractional losses in some di- 
rections were more than offset by gains 
in others. Sugars receded slightly 
from price levels established earlier in 
the fortnight ard the cement group 
likewise gave ground. 

In the miscellaneous industrial di- 
vision, substantial price advances were 
recorded by Borden, Royal Baking 


Powder, Singer Manufacturing, Bucy- 
rus and Aluminum Company. The 
strength in these issues, barring Alumi- 
inum Company and Bucyrus, was evi- 
dently based upon investment buying 
engendered by the easier tendency of 
money rates. 

Aluminum’s strength, on the other 
hand, may be attributed to belated rec- 
ognition of the company’s strategic 
position and long pull prospects. While 
no dividends are being paid on the 
common stock, the company is one of 
that class of industrial enterprises 
whose junior shares possess attractive 
speculative possibilities by virtue of 
high equity value. 

In the case of Bucyrus, high market 
values reflect the recent consolidation 
with Erie Steam Shovel. Under terms 
of the merger plan, a new company is 
to be formed whose common stock is 
all to be exchanged for Bucyrus com- 
mon on the basis of three new shares 
for one of Bucyrus. Erie Steam paovel 
common is to be exchanged for convert 
ible preferred stock in the new organi- 
zation and preferred shareholders of 
both companies are to receive preferred 
stock in the new company, share for 
share. 
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TRADE TENDENCIES 
(Continued from page 616) 











market on a larger scale than was an- 
ticipated, and this activity has been 
construed as holding forth promise of 
favorable developments in succeeding 
weeks. Most of the specifications are 
for rails and accessories; at the pres- 
ent rate of inquiries it appears that 
demand for rails will be extensive for 
some time. : 

Along with the railroads, structural 
steel consumers have occupied a central 
position in the steel demand. Orders 
for structural steel over the past fort- 
night were unusually large for mid- 
summer. The expected improvement 
in steel buying from the automotive in- 
dustry has not materialized, due to the 
delay in the bringing out of certain 
low-priced cars. 

Pig iron prices have again suffered a 
cut, Alabama iron being reduced $0.50 
to $0.75. Many consumers are inclined 
to consider prevailing low ‘prices at- 
tractive, with the result that buying 
has been of larger proportions. In all 
probability the latter part of August 
and the early part of September will 
witness a broad buying movement. 
Coke remains quiet. 
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utilities. 


provisions. 





a Precedent for 
this Investment Trust Idea 


Elsewhere in our financial 
and industrial structure there is ample pre- 
cedent for the idea of centralized manage- 
ment for investment trusts, an idea that 
United States Fiscal Corporation stand; for. 
. Witness, for example, the manifold advan- 
tages of centralized management to public 


A number of investment trusts can each be 
more economically operated by United States 
Fiscal Corporation than individually—with- 
out losing their identity, restricting their 
directors’ authority or affecting their by-law 


Investment trust officials and those inter- 
ested in forming trusts are invited to send 


for our booklet M. W. 10. 


UNITED STATES FISCAL 
CORPORATION 


50 BROADWAY 
NEW YORK 














































Improvement in Prospect 


Copper consumption in June was 

marked by continued lethargy. The 
backwardness of consumers did not 
arise from the fact that prices were 
at an unsatisfactory level, but was due 
more to a satiety of demand because 
consumers are well covered in their re- 
quirements at the same time that.sup- 
plies were very large. Another solu- 
tion can be found in the fact that ship- 
ments of finished products exceeded in- 
coming orders. This situation has been 
in effect for some time now, and it is 
Interesting to note that unfilled orders 
have declined to a very low point. The 
market recently however has advanced 
on the strength of increased European 
buying; but as this movement proved 
to be temporary, the stiffening in price 
halted rather than encouraged further 
buying, and the official price of the ex- 
porters’ association reacted to its for- 
mer level of 13.00c. At this time a 
slow improvement is apparent in the 
price structure, although the trend is 
not certain. 
_ However, present prices permit of 
little or no profit, except for producers 
with very low costs, and it is indicated 
that producers have been convinced of 
the urgent need for restriction by the 
long period of depression. Stocks even 
now are reported slightly lower, and 
with consumer demand apparently 
awakening, a gradual improvement 
Seems in the offing. 
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which we are identified. 








E extend the facilities of our organization to those 
desiring information or reports on companies with 





Electric Bond and Share Company 


(Incorporated in 1905) 
Paid-up Capital and Surplus, $100,000,000 
Two Rector Street, New York 





— 







































Important Dividend Announcements 

Note—To obtain a dividend directly 
from the company the stockholder must 
have his stock transferred to his name 
before the date of the closing of the 
company’s books. 


Ann’l Amount Stock Pay- 
Rate Declared Record able 
$2 Amer, Can cm...... $0.50 Q 7-29 8-15 
$3 Amer, Metal cm..... $0.75 Q 8-20 9-1 
$7 Amer, Metal pf...... $1.75 Q 8-22 9-1 
%% Amer. Radiator pf..1%% QQ 8-1 8-15 
$6 Assoc, Gas & El. pf.$1.50 @Q 7-30 9-1 
$6%4 Assoc, Gas & El. pf.$1.62% Q 17-30 9-1 
$7%% Beacon Oil pf...... $1.87% Q 8-1 8-15 
$5 Borden Co. cm...... $1.25 Q 8-15 9-1 
$3 Bruns.-Balke-C. cm..$0.75 @Q 8-5 8-15 
$4 California Pack. ....$1.00 Q 8-31 9-15 
$8 Cen, R. BR. of N. J.$2.00 Q 8-5 8-15 


Ann’l Amount 
Rate Declared 


$0.60 Centrifugal Pipe ...$0.15 
$7 Cent. Rib, Mills pf.$1.75 
$4 Chic. Yell, Cab....$0,88% 
$5 Cont. Can cm........ $1.25 
$4 Gillette Saf’y Razor.$1.00 
— Gillette Saf. Razor.$0.12% 


$314 Household Prods. ..$0.8714 
$5 Hud. & Man. R.R. pf.$2.50 
$7 Illinois Central cm.$1.'75 
$6 Illinois Central pf...$3.00 
$2.40 Int’l Paper cm...... $0.60 
$1 Intertype Corp. cm. .$0,25 
— Intertype Corp. cm. .$0,25 
$4 May Dept, Strs, ¢m..$1.00 
$1% Miami Copper ..... $0.37%% 
$4 Nat’l Supply cm....$1.00 
$2.40 Packard Motor ..... $0.20 
$3%_ Pennsylvania R, R.$0.87% 
$8 Pullman Co, ....... $2.00 
$8 Sinclair Consol. pf. .$2.00 
$2 Skelly Oil ......... $0.50 


$5 W'lworth, F. W., cm.$1.25 
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Dangerous 


Checks! 


A sample of Safe-Guard’s work. 


Do you send them out? 

If your checks are not writ- 
ten as shown above they are 
a constant danger to you. 


The Safe-Guard Check 
Writer protects both payee 
name and amount line of your 
‘checks in one operation. The 
only safe check is a Safe- 
guarded check. 


Descriptive literature upon request. 


SAFE-GUARD CHECK 
WRITER COMPANY 


3-5 Beekman St., New York 


Selecting the 
PROPER 


Investment Trust 


So many different types of Invest- 
ment Trusts have been created in 
the past few years that it is now a 
serious matter for the investor to 
decide which issues are best fitted 
for his individual needs. 


Only through comparative and 
impartial information such as con- 
tained in our 


Investment Trust Review 


can this be determined. Our 
Review favors no one investment 
trust issue over another but points 
out the facts regarding all the 
leading ones for the guidance of 
the investor. 


A copy will be sent Gratis on request 
to Dept. M.W. 30 


Steelman & Birkins 


20 Broad Street, New York 
Tel. Han. 7500 
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MARKET STATISTICS 
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“WITH ABSOLUTE SAFETY” 
(Continued from page 609) 








a, 


tual or potential, to compensate for the- 


risks involved in their purchase. 
Different Varieties 


United States Steel Corporation sink- 
ing fund 5s might sell at a high price 
because the sinking fund is operative at 
110. Seaboard National Bank stock 
yields about 1.75%, because the bank 
is offering its stockholders the privi- 
lege of buying rew stock at a low price. 
Central Union Trust stock yields less 
than 3% because the bank is doing well 
and piling up surplus behind the shares 
so that some day they should be worth 
more in market value. White Sewing 
Machine 6s ’36 yield about 2.50% be- 
cause they bear valuable rights to buy 
the company’s common stock. These 
are all extra inducements. In fact 
there are so many .different varieties 
that one must never assume that be- 
cause an investment sells on a yield 
basis of around 31%4%, it necessarily is 
in the highest investment rank. 

But the rule works both ways, and 
there is seldom an exception to the gen- 
eral principle that if a security yields 
more than the safest type of invest- 
ment, the differential is due to the 
higher risk involved. In other words, 
if a bond yields 6% it is a safe assump- 
tion that the investment risk repre- 
sented is proportionately higher than 
on Government issues. So, dear reader, 
when a security is represented to yield 
“6% with absolute safety” you know 
99 times out of a hundred that’s a cue 
to bring out a sympathetic smile or a 
knowing grin, depending on one’s tem- 
perament. 





a 





A PROFOUND CHANGE IN 
INVESTMENT CONDITIONS 


(Continued from page 577) 
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branch of our financial structure, and 
it is difficult to state what the final 
results will be. It may be taken for 
granted, however, that our people, like 
the French, will become in course of 
time a nation of investors which will 
help furnish capital for business en- 
terprises of all kinds, both here and 
abroad. It probably would have been 
impossible for us to do all that we have 
done in rehabilitating the financial 
structure of other countries had it not 
been for the fact that our people have 
been taught to invest part of their sur- 
Plus funds in securities of various 
kinds. 

This development, looked at from the 
standpoint of the banks themselves, 
has had a number of striking effects. 
Undoubtedly, it has tended to diminish 
Savings deposits, for nowadays many 
Savings depositors will take a part of 
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these deposits in order to buy bonds. 
On the other hand, what the banks 
have lost in the decline of savings de- 
posits has been more than made up by 
the volume of their bond sales. In 
many cases, it has increased the volume 
of perfectly secure collateral loans, 
since very frequently customers of 
banks will not have sufficient funds to 
buy a desired bond. In such cases, it 
has become common practice for these 
customers to borrow the sum needed 
from their bank and repay the loan 
gradually, leaving the bond with the 
bank as security for the loan. This 
has encouraged saving, and bond in- 
vestors on the whole have been well 
satisfied with the return which they 
have received from their investments. 


The banks, as a result of this wide- 
spread practice, have been able to 
finance large undertakings to an ex- 
tent never before possible, since they 
have been certain of a wide market for 
securities and have been able to make 
available for the needs of business en- 
terprises capital which was previously 
never available. Accumulations of capi- 
tal are of value to a country in almost 
exact proportion to the use made of the 
capital and a large part of the long 
period of prosperity which we have en- 
joyed has been due to the development 
here discussed. As long as banks and 
investment houses regard themselves 
as custodians of the funds made avail- 
able to them and safeguard the inter- 
est of their customers, investors will 
continue to flourish, and as long as 
they flourish, banks and all other finan- 
cial houses will derive a legitimate 
profit from this increasing business. 








INSURANCE DEPARTMENT 
(Continued from page 613) 


ens the friendly feeling between him- 
self and his staff, tends to benefit the 
general conditions of office or plant, 
gives an added stimulus to effort for 
greater progress, and—like the Quality 
of Mercy—blesses him that gives and 
him that receives. 

The employer can cooperate with his 
employees in this Salary Savings Plan 
without cost to himself, all that is 
necessary being for him to advise the 
insuring company that he wishes to 
adopt the plan, and will arrange to 
make monthly payments direct to the 
company on hehalf of his employees. 
He usually grants facilities to an agent 
of the insurance company to speak to 
his employees in the office, or plant, at 
a stated time,—a privilege which will 
never be abused by a tactful agent. 

With this protection which provides 
support for his family in event of his 
untimely death, and builds a fund for 
himself if he lives on to old age, the 
wage earner goes forward with higher 
courage, and greater confidence in him- 
self and in his future. He acquires the 
independent attitude towards life which 
thrift always produces. He has saved 
a mickle to mak a muckle. 


ys. Book To 
Read For 


Profit 


Here is a little book that is 
neither as alluringasa lovestory 
nor as exciting as a detective 
tale, yet within the brief com- 
pass of a few pages, it solves the 
universal problem of How To 
Make Dreams Come True! 


It shows the way to certain fi- 
nancial independence through 
systematic accumulation, in one 
of the safest and strongest 
guaranteed first mortgage 
securities — PRUDENCE- BONDS. 


Mail the coupon 
for this little book 


Offices Open Mondays Until 9 P. M. 


The PRUDENCE 
COMPANY, Inc. 


Under Supervisionof N.Y. State Banking Dept. 
331 Madison Ave., at 43rd St., New York 


162 Remsen St. 161-10 Jamaica Ave. 
Brooklyn Jamaica 





anno Mail for Booklet asexass— 
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Name 


Address 
©1927, P. Co., Inc. 


UTILITY 
SECURITIES 
COMPANY 


CHICAGO 
St.Louis Milwaukee Indianapolis Louisville 


announces that all Chicago 
offices are now located at 


230 So. La Salle St. 

















Curb Securities 
We offer out-of-town Banks, Brokers 
and private investors, our wunexcelled 
facilities for executing orders in all | 
Curb securities and invite correspon- 
dence on this subject. 


Abrahams, Hoffer & Co. 


Members N. Y. Curb Market 


29 Broadway New York 


Telephone Bowling Green 1350 








for this booklet 
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143 Montague St., Brooklyn, N. Y. 











Why | 
Bank Stocks 


Appreciate 
In Value 


Additions to surplus 


Special privileges to sub- 
scribe to additional 
shares 


Increased dividend rates 
Stock dividends 


Our Deferred 
Payment Plan 


Permits the purchase of 5 
shares and upwards of New 
York bank stocks on deposit 
of part of purchase price, 
balance in monthly payments. 


Bank stocks also bought 
and sold for cash 
Further details and a new folder with 
complete and up-to-date information 


on lading New York bank stocks 
will he sent upon request for M-16. 


Paul Bauer & Co. 


7 Wall St. New York 
Phone Whitehall 2752 




















Keep Posted 


“INVESTING FOR SAFETY’’— 
The newest publication of S. W. Straus & 
Co., 565 Fifth Ave.. New York City, de- 
scribes in detail the methods followed by 
this organization in underwriting first mort- 
gage real estate bond issues. Send for your 
free copy 217. 


BOND THAT PARTICIPATES IN PROFITS 
This pamphlet describes a seasoned bond, 
which for many years has regularly paid 
participation in profits in addition to regular 
bond interest, and describes the nation-wide. 
business which furnished the earnings. Dis- 
tributed by one of the oldest investment 
houses, Ask for 285. 


A 7% YIELD FROM FIRST MORTGAGES 
on individual homes that do not exceed 50% 
of valuation is fully explained in a very at- 
tractive booklet—also how one may double 
his investment with absolute safety of prin- 
cipal in 10 vears, 26 days. Sent free on 
request. (415) 


IF YOU ARE INTERESTED 
in an 8% return on your money with abso- 
lute safety, vonsider the investment features 
of the B. & L. shares issued by a strong 
Florida Building & Loan Association. Send 
for pamphlet 416. 


MAKING PROFITS IN SECURITIES 
A valuable 40-page booklet, pointing out 
sound methods to use, also pitfalls to avoid, 
in buying and selling stocks for profit. Ask 
for your free copy, No, 377. 


PUBLIC UTILITY SECURITIES AS INVEST- 


MENTS 
Send for your free copy of this booklet ex- 
plaining the increasing popularity of this 
type of investment. Ask for 321. 


THE BACHE REVIEW 
By reading this timely booklet but ten 
minutes a week you will be able to judge 
the market more accurately. Sent for three 
months. without charge. (290) 
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IMPORTANT ISSUES 
Quotations as of July 19 


1927 Price Range 
~ Recent 
Name and Dividend High Low Price 


Albert Pick Barth wi.f...... 14% 12% 14 
Aluminum Co. of Amer 67% 19% 
Amer, 115 117% 
Amer, Gas & Elec. (1)fTf.... 68% 88% 
Amer, Sugar Power A (1.2)T. 27% 36% 
Celotex Co. (3) 70 81% 
Centrif. Pipe (0.60)* y 9% 12% 
Cities Service New (1.2)T... 40% 45% 
Cities Service Pfd, 87% 87% 
Consol. Gas of Balt. (2%).. 50% 58% 
Consolidated Laundries (2)*. 16% 
Curtiss Aerot g 30 
Curtiss Aero Pfd, (7)T 104 
Durant Motorst 1 8 
Elect. Bond & Share (1)t... 16% 
Electric Investorst 40 37% 
Fajardo Sugar (10). 158 
Ford Motor of Canada (15).. 534 
General Baking A (5)* 69% 
General Baking B* 7% 
Gillette Safety Razor (3)t... 91% 
Glen Alden Coal (10)f. 171 
Goodyear Tire & Rubberf.... 50%4 
Gulf Oil (1.5)t 91 
Happiness Candy Store (50). 55% 
Hecla Mining (2)f. 14% 
International Utilities B 6 
Johns-Manville, new (3) 82% 
Land Co. of Floridat 28 
Lion Oil & Refining (2.25)*.. 27% 25% 
Lone Star Gas (2) 43% 
Metro Chain Stores{f 50% 


1927 Price Range 
- c—— Recent 
Name and Dividend High Low Price 


Mountain Producers (2.60)t.. 26% 22%, 244 
New Mex. & Arizona Landf. 16 9% 
New Jersey Zinc (8) 177 
Nipissing Mining (30c)* 

Northern Ohio Powert 

Pacific Steel Boiler (1)*.... 

Puget Sound P, & L.f....... 

Reo Motor (80c)t 

Salt Creek Producers (2%)ft. 32 

Servel Corporation At 10% 
So’east Pwr. & Lt, (new 1)f 38% 
So’east Pwr. & Lt. Pfd. (4). 80% 

Stutz Motors* 21 

Trans Lux* 

Tobacco Products Exportt.... 

Tubize Artif, Silkt (10) 

Tung-Sol Lamp ‘‘A’’ (1.80).. 

United Electric Coal 

United Gas & Improvem’t (4) 109 


STANDARD OIL STOCKS 


Continental Oil (1)t 
Humble Oil (1.6)t 
International Pet, (.75) 281%, 
Ohio Oil (2.75) 52 
Prairie Oil & Gast 5% 455% 
Standard Oil of Ind, (2.5)T.. 643, 
Vacuum Oil (5)f 184%, 95% 
* Listed in the regular way. 
t Admitted to unlisted trading privileges, 
tt Applications made for full listing, 





ditions, improvement in the tenor 

of reports from industrial centers 
and by the bouyancy of stocks on the 
“Big Board,” leading Curb issues mani- 
fested considerable strength during the 
fortnight. 

Public utility issues displayed a firm 
undertone and moved upward moder- 
ately in response to investment demand 
based upon recent softening of time 
money and also in recognition of con- 
sistent expansion in earning power. 

In spite of persistent over-production 
of crude oil and the repeated failure of 
all attempts to controi the unfavorable 
situation created by excessive drilling 
in the Seminole field, price betterment 
among the stronger petroleum shares 
was in evidence. Apparently, liquida- 
tion in this group has proceeded to a 
point where the less speculative stocks 
are finding lodgement in the hands of 
strong holders. At any rate, Vacuum 
Oil was a feature among the Standard 
Oils. This stock advanced to the best 
price of the year, while Humble Oil 
hovered close to its recent peak. 

Numerous cross currents developed in 
the industrial section though strength 
predominated. Chain stores, particu- 
larly, were in good demand. F. W. 
Grand pushed forward to the highest 
price reached this year. Sympathetic 
strength developed in Metropolitan 
Chain Stores. These two companies 
are expected to form important links 


GS "citions, impr by easier credit con- 


in a proposed merger of the smaller 
“five and tens” along with Neisner 
Bros., J. J. Newberry, McLellan, and 
G. C. Murphy. Grand is one of the 
larger companies in this group in point 
of sales volume. Last year, a gross 
business of 10.50 million dollars was 
transacted in its 41 stores, from which 
the company realized a balance of $6.01 
a share for its 100,000 shares of com- 
mon stock. Sales in the first half of 
1927 scored a gain of more than 30% 
over the corresponding period a year 
ago. 

Richmond Radiator bettered its po- 
sition marketwise as a result of im- 
provement in earnings. A sharp ad- 
vance in American Rolling Mill com- 
mon was attributed to reports that the 
company had acquired the Forged Steel 
Wheel Co. and Columbia Steel Co. 
This consolidation will give American 
Rolling Mill control of new processes 
for the production of steel strips in 
sheet form. Borden Company was an- 
other issue which distinguished itself 
by a further rise into new high ground. 

In the bond division, transactions 
followed those on the New York Stock 
Exchange where trading was in light 
volume. Apparently, Curb bonds are 
suffering from the same influences that 
have tended to restrain investment buy- 
ing on the larger market. That is, the 
over-supply of new offerings during 
May and June has apparently produced 
a temporary condition of stagnation. 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL S7REET 
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WANDERING IN INSURANCE 
WONDERLAND 


(Continued from page 583) 











nothing but ordinary horse sense for 
the owners of these insurance compa- 
nies to turn them into pure investment 
companies and save the $2,700,000 for 
the attenuated dividend account. 

The explanation of failure to elect 
such an obvious course on the face of 
the balance sheet is, doubtless, partly 
to be found in the close internal con- 
trol of the great insurance companies 
whereby, paradoxically enough, a de- 
ficit of income may be made up by an 
excess of expense. This has an unreal 
ring, but it must be remembered that 
we are now in a field of financial won- 
derland that is not to be measured by 
ordinary standards, or even discussed in 
terms of ordinary comprehension. Is 
it not apparent from what has been 
developed that anything may result 
from anything in the insurance wonder 
world? 

Occasionally one finds in the mass 
of contention that premiums must be 
raised a feeble “or expenses must be 
reduced,” although this reference to 
the alternative is generally in the tone 
with which one mentions the utterly 
impossible. Nobody dwells upon the 
fact that expenses are growing dis- 
proportionately to premium income; it 
is pleasanter to place the stress on the 
fact that the total premium outgo de- 
ficit hangs on like grim death and gets 
stronger. Still an unsophisticated per- 
son, wandering in the insurance won- 
derland, with. eyes wide open and mouth 
agape, may be pardoned if he marvels 
at the expenses. Thirty years ago the 
leading stock fire insurance companies 
spent 39 cents of every premium dollar 
for expenses; last year it took 46 cents 
to pay the expenses of collecting and 
paying out the rest of the insurance 
dollar and a 4.4 cents deficit. If a 
blue-sky investment company is found 
spending as much as 80 cents out of 
every dollar it receives from stock sales 
for the expenses incidental to collect- 
ing 70 cents net for its treasury, its 
promoters are likely to be deprived of 
the pleasure of viewing any consider- 
able expanse of any variety of sky for 
an indefinite period. But compared 
with selling stock in a company whose 
assets consists of prospects, the selling 
of fire insurance is child’s play. It re- 
quires almost as much effort as taking 
In tax payments. Fire insurance is 
such an inseparable and unavoidable 
part and condition of practically all 
operations in merchandise and im- 
Proved real estate, and all bank or 
other financing; and is so automati- 
cally applied for where it is not prac- 
tieally compulsory, that the premiums 
flow in like money at a toll-gate on a 
crowded road. It is true that there is 
4 great amount of shrewd, industrious 
and aggressive solicitation of business, 
but that merely represents a scramble 
to determine who gets the business 


JULY 80, 1927 


that somebody is bound to get. 

In other words, a considerable part 
of every dollar paid for fire insurance 
premiums is paid for the expenses of 
the rivalry for the pleasure of pocket- 
ing it. The enormous agents’ com- 
missions largely represent the high- 
cost of keeping the opposition agent 
from getting the business that some- 
body is bound to get. Herein lies a 
great difference between life insurance 
and fire insurance. Let a man buy a 
house and he races to the nearest fire 
office to get it insured, but by some 
queer quirk of human nature he has 
to be roped and dragged to the dotted 
line of a life insurance application. 
Life insurance is the product of the 
life insurance agent; fire insurance is 
a gift to the fire insurance agent. Yet 
about one-quarter of all fire insurance 
premiums is the reward of the col- 
lective agent who couldn’t dodge the 
business if he would. In 1926 the 
agents pocketed 25.06 cents out of 
every dollar collected in premiums by 
210 companies. Fires cost the compa- 
nies only twice as much as their 
agents. 

Fire insurance agency has become, 
with time, an accepted, unquestioned 
and unquestionable, almost sacrosanct, 
drain on the business body of the 
country, comparable to the arbitrary 
feudal levies of the Middle Ages. It 
supports a host of admirable men in 
easy places. It is what it is because 
it has been what it is; it is accepted 
as docilely as the weather—and with 
less grumbling. 

It has the companies in its grip on 
one side and the premium paying pub- 
lic on the other. So far as the com- 
panies are concerned, “grip” is per- 
haps not the precise word, for the 
agencies and the companies, by long 
association, have become brethren in a 
common faith that the institution of 
fire insurance immutably exists mainly 
for the common and indivisible bene- 
fit of the agencies and the executive 
officers of the companies. The agen- 
cies and the management of the compa- 
nies are thus welded together in a fra- 
ternal purpose of mutual over-emolu- 
ment. The management is lavishly 
rewarded for doing the losing business 
(of which it is forever complaining) 
through the arduous means of paying 
high fees to the agents. If the agents’ 
remuneration represented much the 
larger portion of the expenses of fire 
insurance operation, its size might not 
be open to cavil, but, in fact, it now 
represents only about half. It takes 
about another quarter of the insurance 
dollar to pay the costs of central ad- 
ministration, in which are entrenched, 
largely by inheritance, favor, stock 
ownership, social ties and business in- 
fluence, another host of well-paid 
executives. Their unworried survival, 
despite the customary attributes of 
survival, in the tossing sea of modern 
business is a demonstration of the in- 
ertia of society. Thus it comes about 
that the fire insurance companies, de- 
spite growing surpluses and unbroken 
continuity of fat dividends, in the 
main, feel the sting of poverty and 
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the deplorable necessity of increasing 
premiums. 

To be sure, there is another way 
out; the reduction of fire losses—but 
that, alas, despite the “public-spirted” 
and indefatigable efforts of the com- 
panies to lessen their reason for being 
and for collecting premiums, they as- 
sure us over and over, is a tragic fail- 
ure. From President Kurth down to 
the village agent, the insurance propa- 
gandists daily assert that fire losses 
are increasing, and everybody accepts 
it as gospel truth. But if the wonder- 
ing wanderer in the miracles of insur- 
ance land should by any chance ask: 
Is it really and truly so? he might 
have his question emphatically an- 
swered in the negative by one not 
under the spell of this charmed circle. 

It is true that fire losses in the ag- 
gregate are much larger, for example, 
in 1927 than than they were in 1827, 
but to assert that they have increased 
during the intervening century ‘and 
let it go at that is like saying that a 
man with a $10,000 income is worse 
off than when he had an income of a 
thousand a year, because his expendi- 
tures are larger than they were. A 
little more property burns, on the 
average, than the year before, but the 
unburnt property increases much 
faster than the burnt. The cold fact 
is that, keeping pace with the rapid 
expansion of national wealth, the 
amount of fire insurance written each 
year is steadily gaining on the amount 
of property destroyed by fire. In view 
of this fact, the tiresome iteration that 
fire losses are increasing is as sense- 
less as it would be if the life insurance 
companies were to assert that mortal- 
ity is increasing in the United States 
because there were 805,412 deaths in 
the United States in 1910 and 1,173,- 
000 deaths in 1924. According to fire 
insurance reasoning, the mortality 
would have increased 46 per cent. The 
important truth is that the death rate 
has fallen from 15 per 1,000 to 12—a 
decrease of 20 per cent. 

In 1918 the net fire and lightning 
losses paid by the insurance companies 
were, roundly, $176,000,000 dollars; in 
1925 they were $354,000,000—an in- 
crease of 102 per cent in the absolute. 
But the amount of property insured in 
1918 was $64,000,000,000, and in 1925 
it was over $140,000,000,000—a gain of 
119 per cent. The ratio of loss per 
$1,000 of insured property was $2.75 
in 1918 and only $2.53 in 1925. Is 
that an increasing rate of fire destruc- 
tion? For the first half of 1927 insur- 
ance, fire loss was actually $50,000,000 
less than for the first half of 1926! 


But this is only a part of the true 
account, for it leaves out of considera- 
tion uninsured property or uninsured 
fractions. While the total fire losses, 
insured and uninsured, increased abso- 
lutely only $7,000,000 from 1924 to 
1925, the new building of the country 
alone amounted to $7,000,000,000— 
1,000 times as much as the increase in 
money loss, and there was a huge in- 
crease in other forms of burnable 
wealth. The amount of insurance pre- 
miums paid in 1925 was larger than 
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the amount paid in 1924 by $26,000,- 
000—almost four times as much as the 
increase in losses. It seems, then, that 
the wandering wonderer must be told 
that neither measured by the volume 
of fire insurance nor by the value of 
all property, insured and uninsured, is 
there a real increase in fire losses in 
the United States. On the contrary, 
they are decreasing, and decreasing 
more rapidly in fact than would ap- 
pear from the figures. 

The big bulge in the absolute in- 
crease of fire insurance losses paid 
between 1918 and 1925 does not repre- 
sent an increase of 102 per cent in the 
extent of property destroyed. The 
post-bellum depreciation of money, or 
the appreciation of property, tended 
approximately to double the valuation 
of losses on the same amount of prop- 
erty. A $5,000 house became a $10,- 
000 house, but it would not be true 
that twice as much property, in the 
sense of physical wealth, was de- 
stroyed if the house burned in 1925 as 
if it had burned in 1918. 

If any protagonist of the fire insur- 
ance companies has ever mentioned 
this indisputable fact when dwelling 
gloomingly on the great increase in 
losses as measured in shrinking dol- 
lars, after 1918, the writer has not 
been able to find it. When the factor 
of the shrinkage of the dollar is taken 
into account it will be found that the 
country is steadily gaining on the fire 
destroyer—holding the lost property at 
about a fixed figure, while the amount 
of burnable property is increasing at 
an astonishing rate. As a_ building 
engineer remarked, to say that fire is 
destroying more property because the 
money value of it has increased is like 
saying that a man eats twice as much 
as formerly after his restaurant rates 
have been doubled. 

So long as such confusion of the 
facts is accepted by the public it will 
be blinded to the real weakness in our 
fire insurance structure, viz.: the ex- 
cessive expenses. Instead of that an- 
nual festival of fooling the public 
known as Fire Prevention Week, and 
whooped up by the fire insurance 
agents in the name of “public-spirited- 
ness,” the proper authorities would do 
well to institute a 52-week drive of 
preventing useless, wasteful and self- 
seeking fire insurance expense. Re- 
ducing the expenses from 50 per cent 
of the premium income to 40 per cent, 
would wipe out the underwriting defi- 
cit of 1926 and leave a margin of 
$40,000,000 to the good. Put it down 
to 33 1-3 per cent, where it should be, 
and the surplus would ascend to $75,- 
000,000. Even if the whole 10 points 
of reduction were taken out of com- 
missions, fire insurance as a whole 
would survive. Some good fellows 





Recognizing the great public 
service rendered by fire insur- 
ance companies, nevertheless, it 
would seem that certain phases 
of the business are open to dis- 
cussion in the interests of busi- 
ness men and investors, as 4 
whole. 
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would drop out of the agencies, and 
the competition might not be so strong 
in utilizing the insured’s money to get 
it away from a rival, but the business 
would walk into the offices the same as 
usual. The United States Internal 
Revenue Bureau hasn’t much more of 
an advantage in collecting its revenues 
than the insurance agents have in col- 
lecting fire insurance premiums, but 
with all its bureaucratic faults, and its 
low-paid, frayed-cuff executives, the 
Revenue Office spends only $1.23 to 
take in $100. By extreme contrast, one 
prosperous fire insurance company of 
national reputation last year spent 90 
cents of every prcmium dollar in ex- 
penses! By creditable contrast again, 
the second largest company in the 
United States actually held its expense 
ratio under 40 per cent. 

In justice to the fire insurance 
agents, as well as the companies, it 
should be said that patrons do get 
much in return for high commissions 
and multiplying expenses. Business is 
transacted expeditiously, incidental 
services are efficient; and the settle- 
ment of claims is usually so prompt 
and so fair in all legitimate cases that 
the insured is filled with something 
like a feeling of gratitude, especially 
as his “winning” may wipe out a score 
of years of premiums. He, therefore, 
cordially advertises the particular 
company and the system by word of 
mouth. The agents are almost invari- 
ably of a high type—good men, good 
citizens and gentlemen. The whole 
business is distinguished for its savoir 
faire. It has succeeded wonderfully 
in ingratiating itself with public 
opinion. It has not been less success- 
ful with public officials. Most state 
insurance departments sit at the feet 
of the insurance prophets. A surpris- 
ingly large number of officials later 
graduate into the insurance business 
and the shadow of coming events does 
nct serve to darken the present. The 
whole fabric of popularity and author- 
ity that the fire insurance business 
has built up is a credit to the astute 
men who have engineered it. There is 
nothing surpassing it in the history of 
American commercial “public rela- 
tions.” Judged by what they have ac- 
complished for their masters the in- 
surance agents have well earned their 
quarter of the 600,000,000 dollars that 
annually roll from pockets far and 
near into the coffers of the companies. 
_ If there shall ever be a sweeping 
investigation of the fire insurance 
companies it will reveal not only the 
indefensible expense account of this 
“public-spirted” business but an utter 
lack of scientific rate-making. Despite 
an extensive patter and lingo about 
scientific rating, an exhaustive* study 
of fire insurance in Massachusetts re- 
cently published in “Fire and Water 
Engineering” arrives at the conclusion 
that the fire insurance companies fol- 
low the rough-and-ready, old and well- 
tried rule of making the rates what 
the traflic will bear. The Massachu- 
setts “traffic,” this investigation finds, 
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bears one-third more than enough to 
yield a fair profit, while in some west- 
ern states it doesn’t sustain enough to 
yield anything but a loss. The investi- 
gation finds—despite the unfailing 
pose, in Massachusetts as elsewhere, of 
the fire insurance companies as Jong- 
suffering martyrs to an inflexible pub- 
lic that will not pay adequately for pro- 
tection against fire losses—that the 
whole group of New England insur- 
ance companies have “a business that 
is remarkably prosperous, particularly 
so since 1917. [It happens that 1917 
is the year in which, the insurance sta- 
tisticians find, the country set out on 
a combustion debauch.] That fire in- 
surance profits in Massachusetts are 
enormous and ought to be reduced. 
That at a time when profits were ex- 
cessive in Massachusetts the companies 
introduced the Dean schedule calling 
for still higher rates and more exces- 
sive profits.” Finally, this authority 


the public is misled by the 
published reports of underwriting gain 
or loss because the method by which 
the underwriting results are computed 
does not take into account certain im- 
portant items, and the results are con- 
sequently misrepresented.” 

Are there actual underwriting losses, 
after all, or is this only another illu- 
sion of the fire insurance dreamland? 
As for actual property losses, the Mas- 
sechusetts State Fire Marshal reports 
that the insurance on _ fire-damaged 
property is consistently greater than its 
true value. The wonderer might be 
prompted to ask whether the insurance 
presentation of the business position of 
fire insurance is as disingenuous as its 
discussion of fire losses. 

Aside from the matters of fire losses 
and expenses and their ratios to premi- 
um income, whatever they may be, the 
claim of the insurance companies that 
they are entitled to an annual margin 
of 8 per cent of the premium income 
for profit and emergencies, above 
operating outgo, is deserving of jealous 
scrutiny. Is there any valid reason 
why the business world should tolerate 
an additional and perpetual burden in 
the form of insurance rates when the 
entrenched tribute collectors are al- 
ready rolling in wealth? Will the fire 
insurance companies close up business 
or dwindle away if the 8 per cent is 
not granted? They certainly will not 
—and if they did it would not be an 
unmixed blessing, for it might lead to 
economical governmental fire insurance 
—insurance being one of the social 
services for which government is 
peculiarly adapted if not inherently ob- 
ligated. 

In truth, it would be very difficult to 
compel the companies to give up their 
unprofitable (?) business. They would 
not take their hands off the flood of 
gold that pours into their coffers 
yearly from the automatic ransom of a 
nation, even if it does flow out again. 
Six hundred million dollars coming and 
going are $600,000,000 always on hand, 
and worth at least $50,000,000 a year 
to the companies and their golden cir- 
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cle of favor. But whether it is “uneco- 
nomic,” as underwriters urge, that the 
insurance companies should annually 
pay out for fire losses and expenses 
more than they take in from premiums, 
there is little doubt that the prosperity 
of the business will operate to create 
a powerful resistance to higher premi- 
ums, especially in view of the present 
formidable expense account and lavish 
dividends. : 

“Stocks of the leading fire insurance 
companies of the United States,” com- 
ments a broker’s circular, “have shown 
extraordinary appreciation during the 
last ten years. During this period the 
stocks of the 34 leading fire insurance 
companies have registered an average 
annual gain of 29.1 per cent, and an 
average appreciation in market value 
alone during this period of 192 per 
cent. * * * * Outstanding among these 
gains is that of Globe & Rutgers. Ac- 
cording to the bankers $10,000 invested 
in Globe & Rutgers stock 28 years ago, 
with an additional subscription of 
$3,000 in 1916, when the capital was 
increased, has now a market value of 
$1,237,500, and the investor has re- 
ceived during that period in cash divi- 
dends a total of $200,400. The busi- 
ness of fire insurance in the United 
States is now on a more stable founda- 
tion than it ever has been in its his- 
tory, and although the profits from un- 
derwriting in certain states are not all 
that could be desired, the skillful han- 
dling of the investment of capital 
funds and reserves has provided a 
steady income.” 

Of the hundred prominent companies 
mentioned above, Aitna of Hartford is 
paying 24 per cent and hasn’t paid less 
than 14 in 25 years; Continental of 
New York has paid as high as 75 per 
cent, and notwithstanding two 100 per 
cent stock dividends is now paying 24 
per cent; Glens Falls dividend has been 
up to 220 per cent, and repeated stock 
dividends have not lowered the divi- 
dend rate below 16 per cent. Phoenix 
of Hartford has ranged from 12 per 
cent to 25, with only one year in this 
century as low as 8% per cent. More 
than 290 insurance companies report 
the book value of their shares as more 
than $100, and 149 of them at more 
than $200, many at more than $300, 
and several at more than $400. Only 
four companies out of the one hundred 
above referred to skipped dividends in 
1926. The total capital of 200 compa- 
nies reporting to the New York De- 
partment of Insurance is only $238,- 
000,000—including stock dividend capi- 
tal. The average dividend rate last 
year was 14.5 per cent, and for 68 
years it has averaged 13.4. 

Of course, such high-valued and cor- 
respondingly high-priced stocks are 
closely held. The ordinary investor 
finds that they are not in his class. 
They are essentially rich men’s stocks. 
There is also a rather narrow com- 
munity of control of the big companies. 
A small group of persons levies 
through the inescapable insurance toll- 
gate a tremendous annual tax on the 
great mass of business in which the 
ordinary investor is interested. Fur- 


ther increases in premium rates would 
be to tax productive business and in- 
vestments for the benefit of a relatively 
small group of non-productive money 
lenders. 
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cluding the prompt payment of sinking 
fund charges, proper allowances for 
maintenance and the setting aside of 
the required sums for depreciation. 


Property Values 


It should be observed that the con- 
sideration of property values is of par- 
ticular importance in the case of the 
new and unseasoned issue. For if the 
initial security be inadequate, how may 
the investor hope to avoid difficulties 
later on? 

In treating property value, the pros- 
pectus of a new issue of power bonds 
should state the authority for the valu- 
ation given. The valuation of the en- 
gineering staffs of several investment 
houses may safely be accepted by the 
investor, but ordinarily it should be re- 
quired that a reputable firm of inde- 
pendent engineers furnish their opinion 
of the value of the property upon 
which the issue constitutes a lien. The 
basis of valuation should be, and 
usually is, reproduction cost new less 
accrued depreciation. If, as sometimes 
happens, a valuation figure is used 
which combines a not too recent ap- 
praisal of independent engineers with 
the company’s own appraisal of subse- 
quent additions and betterments, it is 
not unreasonable to expect that a sep- 
arate presentation of figures represent- 
ing the original appraisal and _ subse- 
quent additions be made. 

Unfortunately, there has been an un- 
welcome growth in the practice of in- 
cluding in the appraisal of power and 
other public utility properties an item 
to represent “going value.” The in- 
clusion of this item in an appraisal 
represented as reflecting the value of 
a company’s physical properties is ob- 
viously misleading and unfair ard the 
careful investor will not fail properly 
to resent the practice. 


Earnings 


Power companies, like other public 


utilities, operate under conditions 
which usually assure a stability of 
earnings rarely achieved in other in- 
dustries. With minor exceptions, they 
are protected against competition 
either by exclusive operating franchises 
or by state laws, or both. It is impor- 
tant therefore, in the selection of power 
company bonds, that proper considera- 
tion be given the company’s franchise 
situation. Its franchises should ex- 
tend well beyond the life of the bonds 
under consideration, or non-competitive 
(Please turn to page 646) 
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(Continued from page 644) 
operations should be assured under in- 
determinate operating permits sup- 
ported by anti-confiscatory laws or 
legal precedents. 

Under such conditions, the interest 
on bonds of a power company whose 
net earnings, after all charges includ- 
ing local taxes, maintenance and de- 
preciation are equal to one and three- 
quarter times its annual interest re- 
quirements may be considered as well 
assured. It is important that adequate 
allowances be made for maintenance, 
otherwise a too rapid rate of deprecia- 
tion will soon effect a serious reduction 
in the property values behind the com- 
pany’s bonds, but, unfortunately, main- 
tenance figures are rarely reported sep- 
arately and reliance for the adequacy 
of such allowances will have to be 
placed in the management. The com- 
pany’s policy with regard to deprecia- 
tion should be clearly indicated by ac- 
tual allowances made in the more re- 
cent years. The rate to be charged for 
depreciation will depend on the type 
and condition of the property. The 
rate charged on hydro-electric proper- 
ties on the whole will be found to be 
lower than that charged on steam gen- 
erating plants; that charged on the 
most modern and well maintained plant 
lower than that on a less modern plant 
which will sooner become obsolete. 
Generally speaking, the annual reserve 
for depreciation should fall within the 
range of 6% to 12% of the gross op- 
erating revenues and should under no 
circumstances fall below 5% of the 
property valuation figure. The more 
rapid deterioration of steam plants call 
for depreciation allowances closer the 
higher end of the range and conversely, 
the lower average rate of depreciation 
of hydro-electric properties require the 
less liberal allowance. In this connec- 
tion it should be remembered, however, 
that the necessity for setting up a de- 
preciation reserve is obviated, in whole 
or in part, by the establishment of a 
sinking fund operating either to retire 
specified amounts of the issue at regu- 


lar intervals or to provide for main-- 


taining original values unimpaired by 
expending the sums paid into this fund 
for replacement, additions and better- 
ments. 

It is indeed curious to note the dis- 
similarity of the two methods employed 
by underwriting houses in reporting or 
interpreting the earnings of public 
utility companies. By one method, a 
figure is presented to represent the net 
earnings available for interest charges 
on the bonds being offered and on all 
senior issues of bonds. The amount of 
these combined charges is then given, 
followed by a statement to the effect 
that such charges were earned so and 
so many times. Under the second 
method, a net figure is arrived at to 
represent the amount available, after 
deduction of all prior charges, for in- 
terest on the bonds under consideration 
and the number of times such interest 
was earned on that basis is then stated. 
The relative effects of these divergent 
methods of treatment are best illus- 
trated as follows: 


Company “A” has a bonded indebted- 
ness consisting of $2,000,000 of 5% 
first mortgage bonds and $2,000,000 of 
5%% refunding bonds, and is about to 
issue $1,000,000 of 6% debentures. Its 
net earnings available for interest 
charges during the previous year were 
$375,000. 


By the First Method 


Net earnings available for in- 
terest charges 
Annual interest requirements 
of these bonds and all prior 
liens 270,000 
Number of times such inter- 
est requirements were 
earned 1.38 


$375,000 


By the Second Method 


Net earnings available for in- 
terest on these bonds after 
deduction of all prior 
charges 

Annual interest requirements 
of these bonds 

Number of times earned 


$165,000 


It should be noted that a 44% de- 
cline in “A” company’s net available 
for interest would result in failure to 
cover any part of the requirements of 
the debentures, despite the wider 
margin suggested by the “2.73 times” 
figure presented under the _ second 
method. 


Marketability 


Although comparatively few power 
company bonds are listed on the New 
York Stock Exchange, the investor 
need have little hesitancy on that score. 
A wide selection is usually available 
among issues whose “over the counter” 
markets afford ample marketability for 
ordinary purposes. It is in the selec- 
tion of new issues that keener pre- 
cautions should be taken in this respect. 
The investor will here be guided not 
only by the size of the offering, but 
also by the reputation of the under- 
writing house for maintaining a proper 
interest in the condition of the markets 
in issues which it has previously spon- 
sored. 

The remaining considerations in the 
selection of power company bonds are 
fairly well understood by the average 
investor. The territory in which the 
company operates should be well estab- 
lished and should not be dependent up- 
on a single industry for well being. 
The company’s management should be 
progressive in the development of its 
field and conservative in its financial 
affairs. Perhaps the investor with a 
speculative complex may be attracted 
by rights, warrants and conversion 
privileges but he should never fail to 
guard against being swayed by these 
“dressings” to the extent of losing 
sight of the primary consideration of 
safety. 


The Holding Company 


Before closing a word might well be 


said on the tendency of technical de. 
velopment in the power industry for to 
this development may be attributed, as 
much as to the increased demands for 
service, the large capital requirements 
of recent years. This tendency has to 
do with the centralization of generating 
facilities at points convenient to 
sources of fuel or water power, and the 
employment of long distance, high volt- 
age transmission lines, not only for the 
distribution of energy to the consumer 
but also for the interconnection of 
plants to facilitate the exchange of 
power. 

The holding company has been large- 
ly responsible for this development and 
is therefore rendering real economic 
service. Collateral bonds and deben- 
tures of some of the well established 
and successful holding companies furn- 
ish excellent investment media, but the 
investor would do well to avoid the 
“fledgelings.” In any event, securities 
of this type should be subjected to the 
usual tests to disclose the real-value of 
the equities by which they are pro- 
tected and the volume of earnings by 
which they are supported. 
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HOW A CUT IN SALARY PUT 
MONEY IN MY POCKET 


(Continued from page 611) 
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Nor could we find extra work that I 
could take on, so instead we sat down 
and made out a rough sort of budget 
suited to our reduced circumstances. 

“After we got adjusted to our new 
surroundings we perfected it. We 
vowed to live down to it, and we owe 
our salvation to the way we have ad- 
hered to this decision. The budget was 
explained to the children and they too, 
submitted to it. In the city their de- 
mar.ds were endless; now, knowing I 
do not have the money, they get out 
and earn money, or do without things. 
This budget of ours now includes a 
definite amount of savings per month, 
for which all other things have to 
make way. 

“I beg your pardon? What? Oh, 
yes, indeed! I have had a couple of 
raises in salary, but only in the past 
two years, and we don’t talk about 
that. We still live on the $3,000 a 
year, anything extra that comes in is 
hidden assets put away for emergen- 
cies. So far we’ve had luck, no calami- 
ties or setbacks in the five years here, 
but anything can happen. You see, we 
know ourselves—once let more money. 
creep into our budget and we are lost, 
the money, too. 

“This house was for sale for $7,500 
and I am buying it. I had enough cash 
saved up to pay all that was needed, 
and a Building and Loan Association 
takes out a mortgage for the rest. It 
won’t take long to clear it. We feel we 
must buy it because we are so happy 
here and don’t want to leave. We're 
rooted here. We will never return to 
the city. We want no more of trying 
to keep up to the Joneses.” 
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Dividends and Interest 


Business Opportunities 











LETTERHEADS 
$1.25 per 1000 


IN LOTS OF 50,000 
25,000 at $1. 50—12,500 at 81. 75 or 
6,250 our Minimum at $2.25 per 1000 
Complete—Delivered in New York 
ON OUR 20 LB. WHITE 
PARAMOUNT BOND 
A Beautiful, Strong, Snappy Sheet 
HIGHEST GRADE ART WORK AND ENGRAVINGS 
GEO. MORRISON COMPANY 
552 West 22nd St. New York City 
SEND FOR BOOKLET OF PAPER AND ENGRAVINGS 


SP 


Business Opportunities 


BIG BUSINESS OPPORTUNITY 


$400 MACHINE EARNED $5040 IN ONE YEAR; 
$240 machine $2448; $160 machine $2160. Many 
St, Louis machines earned annually $4000. One 
man placed 300. Responsible company offers ex- 
clusive advertising proposition. Unlimited possibili- 
ties. Protected territory. $1000 to $3000 invest- 
ment. Experience unnecessary. NATIONAL KEI- 
LAC COMPANY, 312 N. 19th 8t., St. Louis, Mo. 
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LETTERHEADS # 





























Finance Company to dispose 
of $250,000 in securities in 
new chain store proposition. 
Box 403. Fremont, Ohio. 


Dividends and Interest 




















American Commonwealths 
Power Corporat‘on 
New York — St. Louis 


DIVIDEND NOTICE 


The Board of Directors of Ameri- 
can Commonwealths Power Corpo- 
ration has dec'ared an initial quar- 
terly dividend of $1.75 per share 
payable on August 1, 1927, to First 
Preferred, Series A, Stockholders of 
= at ciose of business July 16, 
é. 
There was also declared a regular 
quarterly dividend of $1.75 per 
share, payable August 1, 1927, to 
Second Preferred, Series A, Stock- 
holders of record at close of busi- 
ness July 16, 1927. 
Checks in payment of dividends 
will be mailed. 


FREDERICK E. WEBSTER, 
Treasurer. 
July 12, 1927. 
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ESSENTIAL SERVICE 


| 


IN 19 STATES 


“MIDDLE WEST 
UTILITIES COMPANY 


Notice of Dividena 
on Common Stock 


The Board ot Directors ot 
Middle West Utilities Com- 
pany has declared a quarterly 
dividend of One Dollar and 
Fifty Cents ($1.50) upon each 
share of the outstanding Com- 
mon Capital Stock, payable 
August 15, 1927, to all Com- 
mon stockholders of record on 
the Company’s books, at che 
close of business at 1:00 
o'clock P. M., July 30, 1927. 
EUSTACE J. KNIGHT, 


Secretary. 















































SOUTHERN RAILWAY COMPANY 


New York, June 9, 1927. 


A dividend of one and three-quarters 
per cent (1%%) on the Common Stock of 
Southern Railway Company has been de- 
clared payable on August 1, 1927, to stock- 
holders of record at the close of business 
July 1, 1927. 


Cheques in payment of this dividend will 
be mailed to all stockholders of record at 
their addresses as they appear on the 
books of the Company unless otherwise in- 
structed in writing. 


Cc. E. A. McCARTHY, Secretary. 





INTERNATIONAL PAPER COMPANY 


New York, June 29, 1927. 
The Board of Directors have declared a 
uarterly Pe om of Sixty Cents (60c) a 
are on the Common Stock of this Com- 
pany, payable August 15, 1927, to Common 
Stockholders of record at the close of busi- 
ness August 1, 


Checks will be neatiel, Transfer books 
wil not close. 
OWEN SEPHERD, 
Vice-President & Treasurer. 





Associated Gas and Electric 
Company 


61 Broadway, New York 


Dividends 


The Board of Directors has declared 
the following quarterly dividends pay- 
able September 1 to holders of record 
July 30, 1927: 


Dividend No. 10 


$6 Dividend Series Preferred Stock— 
$1.50 per share in cash or 4/100ths 
of a share of Class A Stock for each 
share of Preferred Stock held. 


Dividend No. 7 


$6.50 Dividend Series Preferred Stock 
$1.62, per share in cash. or 
4.33/100ths of a share of Class A 
Stock for each share of Preferred 
Stock held. 

This is equivalent to permitting 
holders of said Preferred Stocks to 
apply their cash dividend to the pur- 
chase of Class A Stock at the price 
of approximately $37.50 per share a; 
compared with the present market 
price of $40.50 per share. The stock 
dividend is equivalent to over $6.48 
per share per annum for the $6 Divi- 
dend Series and over $7.00 per share 
per annum for the $6.50 Dividend 
Series Preferred Stock. 


M. C. O’KEEFFE, Secretary. 














CRANE Co. 


Dividend Notice 


At a meeting of the Board of Directors 
July 19th a quarterly dividend of one and 
three-quarters per cent (1%%) on the Pre- 
ferred Stock and one and one-half per cent 
(1% %) on the Common Stock was de 
payable September 15, 1927 to Stockholders 
of record September 1, 1927. 


H. P. BISHOP, 


Secretary 
July 19, 1927 





Republic Iron & Steel Company 


COMMON DIVIDEND NO. 23 
At a meeting of the Board of Directors 
of the Republic Iron & Steel Company, a 
dividend of 1% on the Common Stock was 
declared payable September 1, 1927 to 
Stockholders of Record, August 15, 1927. 


RICHARD JONES, Jr. 
Secretary. 





MANUAL OF CHAIN STORE SECURITIES 


This manual gives data on many such com- 
panies as well as the familiar Woolworth, 
Kresge and United Cigar Store chains. To 
many investors, this information will be a 
Teal revelation, for comparatively few realize 
the remarkable strides that have been made 
of recent years in this field of merchandis- 
ing. Copies of the manual may be had on 
Tequest. Ask for 398. 

eens 





KEEP POSTED 


PROFIT SHARING PLAN UNDER THE 
_—— METHOD OF FINANC- 
Ni 


A plan of interest for investors combining 
. safety of principal, assured regular income, 

return of principal, a continuing share in 

the profits. Ask for circular 361. 
STANDARD OIL BOOKLET 

The new twenty-fifth edition of this booklet 

containing description of properties, annual 


report of 1926, dividend rates, price ranges 
and other important information relative to 
this group of companies. Ask for 423. 


SAFETY SUPREME 
Believing that safety is the supreme factor 
behind first mortgage real estate bonds, an 
old established Washington house has is- 
sued this interesting booklet which explains 
their plan in detail. Ask for 428. 
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Now 
FRIGIDAIRE 


at the lowest prices ever offered 


This new model 


complete. . . ready to plug 
in any electric outlet... .. 


only 





Frigidaire is the 
product of the 
world’s largest or- 
ganization of elec- 
trical, mechanical 
and chemical engi- 
neers. Low prices 


HIS complete metal cabinet are made possible 
by the fact that 


Frigidaire with enameled 

steel lining and white Duco finish more Frigidaires are 
is the lowest-priced electrical re- built than all other 
frigerator ever offered. Its oper- 
ating cost is exceedingly small. 
It has ample ice and dessert 
freezing capacity. It can be 
bought on the General Motors 
deferred payment plan. Now 
being shown at the 2500 Frigid- 
aire display rooms. Booklet on 
request. 


electric refrigerators 
combined. 
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FRIGIDAIRE ) 





PRODUCT OF GENERAL MOTORS 


FRIGIDAIRE CORPORATION 


Subsidiary of General, Motors Corporation 


Dept. N-72 Dayton, Ohio 
When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 
























































4 PUBLIC SERVICES 


performed for the people of 3000 communities 


To acknowledge always their responsibility to 
the public is the policy of the Cities Service 
management. For this nation-wide organiza- 
tion is in reality part of the public itself. 


There are 300,000 individuals and many insur- 
ance companies, banks, trust companies and 
other institutions enrolled as investors in the 
Cities Service organization. Its list of security 
holders is the second largest in the world. 


Cities Service performs four diversified services: 


1—It supplies gasoline and oil at retail 
and wholesale through stations and 


yearly to gas and electric customers of Cities Service 
properties. 

Beginning with a crew of explorers and en- 
gineers, carrying on with highly specialized 
departments, over 20,000 trained employees 
dedicate their efforts to giving you the finest 
this vast organization affords. 


Back of Cities Service products stands a 
$650,000,000 organization which includes 
more than 100 public utility and petroleum 
subsidiaries operating in 32 states and many 
foreign countries. Froma small 
beginning seventeen years ago it 





dealers in 25 states. It has 4000 wells, 
1000 miles of oil pipe-lines, 7 refineries, 
3000 tank cars, a eas of tankers and 
over 800 service stations. 


2—It provides electric light and power 
for 1,600,000 people and factories, mines 
and other industrial enterprises. 


3—It furnishes over 73,000,000,000 cubic 
feet of natural and manufactured gas 
yearly for domestic and industrial use. 


4—It supplies $10,000,000 of appliances 


Interesting view of a Cities Service natural gas 
well drilled directly through the waters of 


Lake Erie. York City. 


has grownto be one of America’s 
ten largest industrial enterprises. 


* * * 


Send for a copy of “Serving a Nation,” 
an illustrated booklet describing the 
growth and activities of the Cities Ser- 
vice organization and its fiscal agents, 
Henry L. Doherty & Company. It will be 
sent free upon request addressed to Cities 
Service Company, 60 Wall Street, New 








Concerts by the Cities Service Concert Orchestra are broadcast Fridays at 7 p. m. Eastern Standard Time (8 p, m. Eastern Dai 


é 


o] Saving Time) and 6 p. m. Central Standard Time (7 p. m. Central Daylight Saving Time) through the following stations: F, kk 
WLIT, WEEI, WGR, WGY, WRC, WCAE, WTAM, WWJ, WSAI, WLIB, WOC, WCCO, WDAF, KVOO, WFAA, KSD, WTIC. 


CITIES SERVICE COMPANY 


‘Diversified Interests 





As 





Unified Control 











PIERCE-AR 


Simplicity, as thinking people 
know, is the distinguishing mark 
of quality —the crowning grace of 
beauty. During twenty-six years 
Pierce-Arrow has been simplified 
to the higt est point of efficiency. 
In appearance and operation it 
exemplifies the unaffected charm 
and richness of classic art blend- 
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CARS 


” b $2495 To $8000 4 


at Buffalo, tax extra 


TERMS IF DESIRED 
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—body by Pierce-Arrow 


ed with superb performance and 
genuine economy in cost and 
maintenance. . . . Pierce- Arrow 
is the chosen car of those who 
discriminate, who value it for its 
simple, impressive elegance as 
wellas forits thrilling responsive- 
ness. The Pierce-Arrow Motor 
Car Company, Buffalo, N. Y. 




















